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SUD? Disiea nate FD-302s and Inserts 

SUD Fvscseaees Financial Matters 

SUD Gis ees ee aes Atlanta - (National Bank of Georgia/BCCT) 

SUD: Hae secs ors Bulky Exhibit Forms (FD-192) 

SUD Lise 5 wears Ghaith R. Pharaon - Interredec, Inc. 

Sub Law casas Los Angeles (Independence Bank - BCCT) 

SUD Mewscx ces Miami - (Centrust/BCCI activity) 

SUD" Niavsaceiee 2a Results of Customs/IRS Joint, Money- 
laundering Investigation in Middle 
District of Florida 

SUD" Osan cs Results of Investigation by Board of 
Governors of the Federal Reserve System 

SUB: Pie ssscaws Press Coverage 

SUD Oses sass Subpoena 

SUD: Re crea aes Incoming Teletypes/Fax 

DUD: Sa aa hss Airtels 

SUD "Bisse dec All other banks (Main Bank/Houston, Bank 


of the Commonwealth/Detroit) 


The purpose of this memo is to open new sub files as 
noted below. 


Sub L - Los Angeles (Independence Bank - BCCI) 


Sub T - All other banks (Main Bank/Houston, Bank of the 
Commonwealth/Detroit). 
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HE COMMERCIALS OPEN WITH SHOTS OF 


FADED PHOTOGRAPHS FROM FAMILY AL- 


BUMS. AS ONE PORTRAIT DISSOLVES INTO 


THE NEXT, THE VIEWER HEARS SOMEONE 


fF: - relate his family’s version of the American 
#@moe immigrant saga. He describes how an an- 
cestor came to this country imbued with 
the dreams of most immigrants: a better 
life, religious or political freedom. The final 
image is a group shot of the immigrant’s 
descendants. The speaker then identifies his 
family—the Rogers family of Fairfax, for ex- : at a * Au D1GD! Investment 
ample, or the Portner family of Silver Spring. irigh¢ bland the president ofthe 
Other versions of the commercial haye fea- : 
tured such notable Washingtonians as col- 
umnist Robert Novak and restaurateur Duke 
Zeibert. The commercials—a skillful blend 


the first Arab leader to use oil as a political weapon during the 1973 Arai Israeli 
war, has channeled millions of dollars to the PLO, and recently branded the United States “our 
number-two enemy” (after Israel). Zayed’s eldest son and heir apparent, Crown Prince Khalifa, 
owns from 5 to 10 percent of First American; the Abu Dhabi Investment Authority, which 


R of patriotism, nostalgia, and family values— Zayed’s family controls, owns another 5 to 10 percent. Zayed and six relatives own 25.23 percent 
a end with a voice-over: “Nearly every family of BCCI; ADIA owns 10.42 percent. The family’s estimated net worth in 1989: $1.5 billion. 
#me can trace its heritage to one bold first Amer- STAME IN FIRST AMERICAN: 21.76%-31.76% STAKE IN BCCI: 35.65% 
S ican. We salute the spirit of the first Ameri- tion. Adham, a hugely wealthy and powerfut Saudi Arabian : 
4 F cans who made this country their own. We're gence." As the late King 
@°—s First American—the bank for all Americans.” Faisal’s right-hand man, he was in charge of the country's intelligence and security services at a | 
F : It's one of the most emotional series of tele- time when the royal family was ruthlessly suppressing political opposition. Over the years the 
= vision commercials ever done for a bank— ultrasecretive Adham also parlayed his political connections into huge “commissions” as an agent 


for such major corporations as Boeing and Lockheed. Estimated net worth in 1981: $255 milhon. 
STAKE IN FIRST AMERICAN: 17.63%-22.63% STAKE IN BCCI: 2.94%", 
and brothers. In 1986 Khalid Bin Mahfouz, ane of Saudi Arabia's _ 


@ «= and an indication of the lengths to which 
‘=~ First American Bank has gone to capitalize 


: ‘ on the patriotic connotations of its name. Its most prominent businessmen, bought into First American and, with his four brothers, i 

agg logo, for example, incorporates the Stars and Soon after he joined BCct's board of directors. The Bin Mahfouz family also controls 

d 3 Stripes. In another television spot, the voice- __mercial Bank, the largest bank in Saudi Arabia. The family's estimated net worth in 1989: $1.5 billion 
over promotes the bank's “All-American CD” STAKE IN FIRST AMERICAN: 5%-10% STAKE IN BCCI: 20% 


3 and “All-American Money Market Account” 
% «as a fife-and-drum corps pipes up in the 

background. A few years ago the bank's ads 
At featured the ubiquitous Willard Scott clown- 
i ing in the guise of such great Americans 
 ~=—_as George Washington. 

Pi Playing sentimental overtures to the Amer- 
ican dream is a chestnut of the ad business, 
j but in First American's case the imagery 

¥ belies at best a certain insecurity and at 

¢ worst a pattern of deception. The reason: 

- First American Bankshares, the bank’s hold- 

; ing company, is 100 percent foreign-owned. 

: With $11.5 billion in assets, First Ameri- 

can Bankshares is the largest bank holding 
company in the Washington area—about 50 
percent larger than second-place Riggs Na- 
tional Corporation. Yet of all the banking 
giants in the region, First American remains 
the most mysterious. A group of foreign de 

investors acquired the company in 1982 ; 1 Ti fo visible sofrce of significant revenues other than those wince come ie 
after one of the longest, costliest, and most ; from the federal government into the ruler’s account in the local bank,” the 
acrimonious takeover battles in U.S. his- Financial Times noted in 1986. Estimated net worth in 1981: $50 million. 


tory. The board of directors immediately STAKE IN FIRST AMERICAN:S%-10% STAKE IN BCCI: 0% 
jettisoned the holding company’s name, el 2 LSheikh Hamad has been the ruler 


of Eujgita, another member of the UaE, since the death of his father in 1975. 
Estinfated net worth in 1981: $45 million. 


7 STAKE IN FIRST AMERICAN: 5%-10% STAKE IN BCCI: 3.56% \ 
In documents filed with the Federal Reserve Board in 1981, Khalil is | 
ngaged in the maintenance of communications, cor phter, 
and electronic projects.” In 1986 the Arab News 1 ied-him_as an ow q giAccurity 
and Technical Services Gompany, Estimated net worth in 1981: $50 million. 

STAKE (N FIRST AMERICAN: 5%-10% STAKE IN BCCI*: 3.08% 
» In documents filed with the Fed in 1981, Shorafa is described as the 


4 
“di residential court” in Abu Dhabi. (Ip October of the same year columnist | 
Jack Andergon named an “Ali Shogafa" of Abu Dhabi as the silent partierand financial backe ; 


litle-know: a gfe had won an exclusive contract to ship American arins 
to Egypt in the wake of the?979 Camp David peace accords.) Net worth: unknown, 
STAKE IN Fungi AMERICAN: 5%-10% STAKE IN BCCI: 0.57% 


Larry Gurwin, a Washington writer, has report- 


ed on international finance in the United States, ) Pe STAKE (N FIRST AMERICAN: 5%-10% STAKE IN BCCI: 0% i 
Europe, and Asia for 13 years. He’s a former cor- TOTAL STAKE {M FIRST AMERICAN: 98.25% TOTAL STAKE IN BCCI: 67.33% 

2 ny 
respondent ‘for Institutional Investor anda past * Ownership percentages are derived from a First American list dated December 31, 1 988and a BCCHist dated October 32, 1988 
winner of the Overseas Press Club of. America’s 2 These shareholders are listed by BCC} as Mohammed Hammoud, Rauf Khalil, and Ali Shorafa, 
award for best international business story. scum am uate erin aia iiss iladais tess dncrascoacr 
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Financial General Bankshares, and replaced 
it with First American, a name that had 
been used by some of its subsidiary banks. 

Since then First American has gone to 
extraordinary lengths to conceal the names 
and backgrounds of its foreign owners. Its 
lawyers persuaded the Federal Reserve Board 
to withhold from the public all documents 
that listed the company’s shareholders—a 
seven-year veil of secrecy that was lifted only 
when Regardie’s convinced the Fed that it 
should reverse its policy. And when the com- 
pany was sued by some former sharehold- 
ers of its Virginia subsidiary, its lawyers 
asked that the jury not be told the names or 
nationalities of the company’s owners—or 
even that the company was foreign-owned. 

After an in-depth investigation, Regardie’s 
has learned that First American may have good 
teason to mask its foreign connections. Some 
ofits major shareholders have backgrounds 


THE ORTEGA COMWEETION 


In the mid 1980s Amjad Awan, who was Manuel 
Noriega’s personal banker at cci, worked around 
the corner from First American's Washington 
headquarters. According to information obtained 
by government investigators, Awan managed 
the transfer of millions of dollars for Noriega 
through Bcct’s global network, through several 
Swiss banks, and through First American Bank 
in Washington. 


Regardie’s has learned that at least $500,000 was 


that could alienate or anger some of its custom- 
ers and employees as well as invite renewed 
scrutiny by federal and state authorities. 
Kamal Adham, First American's biggest 
shareholder, was the chief of Saudi Arabia's 
intelligence agency for more than a decade. 
During his tenure, political opponents of the 
ruling al-Saud family were tortured or killed, 
according to human rights organizations. As 
the head of the secret police, he played a key 
role in suppressing opposition to the regime. 
He was also a close adviser to the royal 
palace and a high-ranking government offi- 
cial at a time when Saudi Arabia had become 
the largest contributor to the Palestine Lib- 
eration Organization. Adham juggled his gov- 
ernment service with a career as a business- 


Re In a statement to Regardie’s, First American 


@ 


Sheikh Zayed bin Sultan al-Nahayan, the 
ruler of Abu Dhabi and the president of 
the United Arab Emirates, is another lead- 
ing shareholder of First American Bank- 
shares. When Arab oil-producing nations 
cut off oil to the United States in 1973 
(because of American support for Israel), 
Abu Dhabi was the first country to declare 
an embargo. Zayed is a major contributor to 
the PLO and a business partner of Libyan 
leader Moammar Qaddafi. 

Faisal Saud al-Fulaij, a Kuwaiti business- 
man and another prominent shareholder, 
allegedly lined his pockets by taking bribes 
from Boeing Company when he was the 
chairman of Kuwait Airways. The Federal 
Trade Commission alleged that he accepted 
at least $300,000 in payoffs from Boeing. 
Fulaij has denied the allegation. 

What's more, the investors who own First 
American Bankshares also own a controlling 


transferred from several of Noriega’s BCCI accounts 
into a BCCI account at First American. Additional 
amounts totaling more than $250,000 were wired 
simply to “Bcc! Washington.” In some cases, inves- 
tigators say, Noriega himself signed letters that 
ordered the transfers to First American. 

Awan later told a federal undercover agent that 
he considered First American to be under the 
control of BccI. : 


said that it “has never had any banking relation- 
ship of any kind with Manuel Noriega, nor has it 
ever knowingly handled any funds of Manuel 
Noriega.” Bcct declined comment. 


interest in Bank of Credit and Commerce 


International, a Luxembourg bank that has 
numbered among its clients former Pana- 
manian dictator Manuel Antonio Noriega, 
who's awaiting trial in Florida on federal drug 
charges. In January of this year BCCI pleaded 
guilty in Florida to federal criminal charges 
that it had laundered drug money. Five BCCI 
officers are on trial on similar charges. 

Both First American and BCCI say that 
there’s absolutely no connection between 
the two institutions other than some over- 
lapping shareholders. Robert Altman, the 
top executive of First American and a law- 
yer for BCCI, told the Washington Post in 
October 1988 that “the overlap is not as 
great as you might think.” 


t 

* BCCI used First American’s Washington 
bank to transfer at least $500,000 worth of 
Noriega’s funds from 1985 to 1987, accord- 
ing to government'sources. 

¢ Agha Hasan Abedi, BCCI’s founder and 
president, orchestrated the takeover of 
First American. 

* Shortly after the takeover bid was’ 
launched, Abedi told a reporter that if the 
bid succeeded BCCI would probably run 
First American. 

+ First American's shareholders include 
borrowers from BCCI, personal friends of 
Abedi’s, a director of BCCI, and a longtime 
executive of the BCCI group. 

* Government investigators disclosed in 
1988 that a senior BCCI official had told an 
undercover agent that BCCI owns and con- 
trols First American. 

* First American's shareholders and their 
families control more than two-thirds of 
BCCI's outstanding shares. 

* Moreover, the two men who claim torun 
First American—Clark Clifford, the éminence 
grise of Washington's power brokers, and Rob- 
ert Altman, his protégé at the law firm Clifford 
& Warnke—have represented BccI for 12 
years. When a U.S. Senate subcommittee in- 
vestigated the BCCI-Noriega connection in 
1988, Altman handled the negotiations with 
the committee. Clifford, then the chairman of 
First American Bankshares, and Altman, then 
the president of First American Corporation, 
also assisted BCCI in the drug-money case. 

The relationship between the two banks is 
so close, some sources within BCCI say, that 
many employees regard the U.S. institution 
as an‘affiliate~—a member of “the BCCI group.” 
A few go so far as to say that First American 
may be secretly~and illegally—controlled by 
BCCI, with the Middle Eastern shareholders 
acting as front men. Regardie’s, however, has 
found no evidence that this is the case. 

In an effort to determine exactly who owns 
Washington's biggest bank holding compa- 
ny, Regardie’s conducted dozens of inter- 
views, reviewed court documents from some 
of the takeover-related litigation, and exam- 
ined documents obtained from the Federal 
Reserve Board through the Freedom of Infor- 
mation Act. When it approved the acquisition 
nine years ago, the Fed wasn't fully aware of 
the controversial backgrounds of the foreign 
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man, from which he earned hundreds of mil- 
lions of dollars. Much of his work has con- 
sisted of collecting “commissions” from de- 
fense contractors and other foreign companies 
that had done business in the Middle East. 


investors and the extent of their relation- 
ships with BCCI. It approved the deal based 4 
on assertions by Clifford and Altman thatthe 4 
leading investors were well-known business- 
men with impeccable credentials. > 


PHOTOGRAPH uri sirined wi aleawerrlicl()- 


Regardie’s has determined, however, that 
the ties between First American and BCCI 
are much closer than either institution would 
have the public and bank regulators believe. 
Here are just a few of the links: 
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ITS ROOTS BACK TO THE MORRIS PLAN, 


AMERICAN USED TO BE KNOWN 
A PIONEERING CONSUMER 
¢ 
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. fess. Arthur Morris, its founder, began his 
banking career around the turn of the century 
by making small installment loans to work- 

. ing people—a practice virtually unknown at 

the time. In 1910 he founded the first “Mor- 
tis Plan” bank: Fidelity Loan & Trust Com- 
pany of Norfolk, Virginia. Within 10 years 

Morris Plan banks were operating in 37 

states. In the 1940s and 1950s the compa- 

ny became a financial conglomerate, with 
interests in such areas as insurance and 
mortgage banking. 

Financial General was an institution with 
special privileges, a holding company ahead 
of its time. Although federal banking law 
sharply restricted interstate banking, Finan- 
cial General, thanks to a grandfather clause, 
enjoyed an immensely valuable exemption. 
By the mid 1970s it controlled banks in 
Georgia, Maryland, New York, Tennessee, 
Virginia, and the District of Columbia. 

In January 1975 Financial General installed 
adynamic Georgia banker as the president of 
its National Bank of Georgia. During the next 
few years he would buy control of NBG, leave 
the bank for one of the most powerful posts 
in the federal government, quit the govern- 
ment in the midst of a financial scandal, sell 
NBG to an Arab investor, and then join forces 
with Arab investors in a scheme to accumulate 
stock in the bank’s former parent company. 

The banker’s name: T. Bertram Lance. 

Bert Lance began his banking career in 
1951 asa teller at Calhoun National Bank, a 
small rural bank that had been founded by 
his wife's grandfather. Seven years later he and 
a group of investors bought control of the 
bank, and he ultimately became its chairman. 

Lance backed Jimmy Carter in his 1970 
campaign for governor and was later put 
in charge of reorganizing the state’s gov- 
ernment. In 1975, shortly after Carter had 
left the statehouse, Lance and a group of in- 
vestors bought control of National Bank of 
Georgia from Financial General Bankshares. 

Lance never fit the image of the conserva- 
tive banker. His lending policies were very 
liberal—particularly, it was later alleged, when 
the borrowers were his friends and rela- 
tives. Lance's bank was the biggest single 
lender to Jimmy Carter’s peanut warehouse, 
which once owed NBG $4.7 million. More- 
over, he apparently found it difficult to draw 
a clear line between his personal financial 
affairs and the affairs of the bank. For exam- 
ple, he financed his purchase of NEG's stock 
with loans from two big New York banks and 
then arranged for NBG to open correspon- 
dent banking accounts with them. » 
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In response to questions from Regardie’s, First 
American officials say that they will not com- 
ment on the names or backgrounds of the 
bank's owners, contending that it is not “a 
legitimate area of inquiry.” 

In one of several Jetters to the magazine, 
John W. Vardaman, Jr., an attorney with Wil- 
liams & Connolly, said, “During the acquisi- 
tion proceedings for First American, the vari- 
ous bank regulatory authorities, including the 
Federal Reserve, carefully examined the repu- 
tation, character and resources of the investors. 
... Similar allegations to the type you have 
referenced—ie., the alleged receipt of ques- 
tionable payments or support for certain groups 
and their activities—were considered. The bank- 
ing agencies found the shareholders to be sub- 
stantial, reputable persons of good character 
and standing.” 

Robert Altman, the chairman of the bank's 
holding company, said in an interview, “We're 
not in possession of facts about what their 
other operations are. We don't know what their 
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political philosophies are, what their personal 
dealings are.” 

Regarding First American's relationship with 
BCCI, bank officials adamantly deny that they 
are either owned or controlled by the Europe- 
an bank. “This allegation is absolutely false and 
would, if disseminated, cause serious injury to 
First American,” Vardaman said. 

“Practically no business is done” between the 
two banks, he said. 

First American officials wouldn't comment 
specifically about the common shareholders of 
the two institutions, except to say that the First 
American shareholders are “passive” and “are 
not active in the management of the bank.” 

A spokesman for Bcc! also said that there's 
no connection with First American. “Certain of 
the shareholders that own First American have 
minority stock interests in BCci,” the statement 
read, “The larger shareholders of First Ameri- 
can have relatively smal] interests in BCCI. The 
two organizations have different controlling 
groups of shareholders.” 


if First American's ownership is controversial, 
its management seems to be anything but. 
On the contrary, the bank appears to be a 
sober, not particularly well-performing insti- 
tution that's caused little notice in the Wash- 
ington banking community, other than the past 
year’s shake-up of the bank's top managers. 

Clark Clifford, the chairman of First Amer- 
ican Bankshares, the bank’s holding company, 
recently stepped down. He was replaced by 
Robert Altman, who'd been the president of 
First American Corporation. Jack Beddow, a 
longtime employee of the bank, has taken over 
as the president and chief operating officer. 
He replaced Robert Stevens, who was brought 
in at the time of the takeover. 

Fred Bollerer, the former president of Hous- 
ton’s troubled First City National Bank, was 
brought in last year to head First American 
Metro Corporation, the subsidiary that runs 
the DC, Maryland, and Virginia banks. He re- 
placed Milton Drewer, the bank's best-known 


executive in the local business community, 
who retired. 

One reason for the changes may be the bank's 
lackluster performance. In Business Week mag- 
azine’s recent scoreboard, First American was 
tied for last place with Riggs National Corpora- 
tion among the area's eight largest banks. First 
American's return on assets, a key industry 
standard, was .61 percent, compared to First 
Virginia Banks's 1.39 percent and Sovran Finan- 
cial’s 1.14 percent. In 1989 the bank earned 
$61 million for its shareholders, down 11 per- 
cent from the previous year. 

Atthe same time, regulators seem to be con- 
tent with the way First American is run. “The 
bank is sound and well capitalized; ir has no 
major problems,” said Sidney Bailey, Virginia's 
commissioner of financial institutions, about 
the Virginia subsidiary. “We have had no crit- 
icism of the management and no evidence of 
interference or attempt to influence the policy 
of the bank by the Middle Eastern investors.” 
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FIRST AMERICAN 


When Carter was elected president in 1976, 
thanks in part to Lance's support, he appoint- 
ed Lance to be the director of the Office of 
Management and Budget. But Lance's loose 
banking practices soon caught up with him 
and triggered the first scandal of the Carter 
administration. He was gone by August 1977. 

After years of litigation, the Lancegate 
affair finally concluded in February 1986. 
Ina settlement with the Comptroller of the 
Currency, Lance agreed to pay a $50,000 
civil fine to the U.S. Treasury. He was also 
barred from serving as an employee, officer, 
or director—or otherwise participating in 
the affairs—of any federally insured bank 
without the written permission of the appro- 
priate banking agencies. (The story ended 
on a farcical note: Lance, according to col- 
umnist Jack Anderson, paid the $50,000 
fine with a rubber check. The hapless Geor- 
gia banker eventually paid the fine.) 

At the time of his resignation, Lance was 
in desperate financial straits. He was more 
than $5 million in debt, and his most valu- 
able asset~his stock in National Bank of 
Georgia~had plummeted in value. His only 
hope was to sell the stock at well above the 
market price. Hope soon arrived in the per- 
son of Agha Hasan Abedi, the president of 
Bank of Credit and Commercial Intemational. 


IT’S HARD TO IMAGINE A MORE UNLIKELY 
pair of bankers than Bert Lance and Agha 
Hasan Abedi. 

Abedi was born 67 years ago in Lucknow, 
India and moved to Pakistan when the coun- 
try was founded in 1947. He embarked ona 
career in banking, and in 1959 he cofounded 
United Bank Limited, which soon became 
one of the largest banks in Pakistan. 

But Abedi was always more than a simple 
banker. He had an understanding of poli- 
tics and a knack for making friends in high 
places. In the 1960s, long before the oil 
shock created overnight millionaires and 
billionaires, he courted Arab officials, nota- 
bly Sheikh Zayed, the ruler of Abu Dhabi, 
and Sheikh Rashid bin Said al-Maktoum, 
the ruler of Dubai. (In 1971 Abu Dhabi and 
Dubai created a federation with five other 
sheikhdoms called the United Arab Emir- 
ates, with Zayed as its president and Rashid 
as its prime minister.) 

Abedi’s Arab connections proved to be in- 
valuable when the Pakistani government na- 
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tionalized the bank- 
ing industry in 1972. 
Abedi moved to Eu- 
rope and founded 
BCCI, signing up 
Zayed, Rashid, and 
other prominent 
Arabs as sharehold- 
ers. Armed with 
this list of virs, he 
managed to per- 
suade Bank of Amer- 
ica, the world’s larg- 
est bank, to buy a 
large stake as well, 
which gave BCCI in- 
stant credibility. 
Today BCCT's main 
office is in London, 
but its legal head- 
quarters is Luxem- 
bourg. Abedi has run 
BCCI from the start, 
and his manage- 
ment team is made 
up largely of Paki- 
stani bankers. In 
recent years, how- 
ever, he’s suffered 
from serious health 
problems: he had a 
heart lay ak operation in March 1988. 
His longtime ‘deputy, a fellow Pakistani named 
viis now BCC? utive. 
ugh Abedi’s bank started with only 
ilion in capital, it has grown to be the 
world’s fifth-largest privately held bank. 
During the late 1970s it was the fastest- 
growing bank in Britain and was touting it- 
self as the fastest-growing bank in the worid. 
Its total assets soared from $200 million in 
1973 to $2.2 billion in 1977. During the 
same period its network of offices grew from 
19 branches in five countries to 146 branches 
in 32 countries. By the end of 1988 it had 
more than $20 billion in assets, some 14,000 
employees, and 417 offices in 73 countries. 
Abedi, according to BCCI insiders, was 
obsessed with growth. As one source puts 
it: “Their objective—and they said so openly— 
was to become the largest bank in the world 
by the year 2000.” With the zeal ofan evan- 
gelist seeking souls, Abedi exhorted his 
employees to bring in deposits. He also estab- 
lished a vast international network, with 
branches and subsidiaries across the globe— 
even in poverty-stricken African countries 
that were ignored by other banks. 


o 


BERT LANCE was President Jimmy Carter’s banker and best 
friend, but by 1977 he was out of the White House and fiat 
.broke. Agha Hasan Abedi of BCCt rescued him from his financial 
plight, hired him as a consultant, and then triggered a hostile 
and protracted battle for control of First American Bankshares. 


No banker with Abedi’s ambitions, how- 
ever, could ignore the world’s largest econ- 
omy: the United States’. While BCCI could 
open branches in the United States, a major 
acquisition would offer the quickest route 
to growth. 

Lance and Abedi are believed to have met 
in October 1977 in a Washington hotel. 
Lance wanted to sell some of his stock in 
the National Bank of Georgia, and Abedi 
was a potential buyer. 

It would have been illegal, however, for 
BCCI to buy the stock. Because Bank of Amer- 
ica was a large shareholder in BCCI (it pulled 
out in 1980), such a deal would have violat- 
ed the ban on interstate banking. But even 
with Bank of America out of the picture, 
BCCI was going to be a hard sell to U.S. reg- 
ulators. Whenever a bank piles on assets very 
quickly, regulators wonder whether it's being 
prudently managed. Another cause for con- 
cern was that BCCI is incorporated in Lux- 
embourg, which isn’t noted for tough bank- 
ing regulation. Luxembourg also lacks a cen- 
tral bank, which means that no institution 
is responsible for acting as a lender of last 
resort if BCCI suffers liquidity problems. 
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When Abed and his Middle Eastern clients were charged with 
violating U.S. securities laws in connection with their stock pur- 
chases, they hired Lance’s supremely well-connected lawyer, CLARK 
CLIFFORD. After he got Abedi and the Arab investors out of legal 
trouble, guess who wound up as the chairman of First American? 


The Bank of England later sent clear sig- 
nals that it regarded BCCI as something less 
than a blue-chip institution. In 1978 it for- 
bade BCCI from opening any new branches 
in the United Kingdom. 

Although BCC! itself couldn’t buy Lance’s 
bank stock, one ofits clients could, and Abedi 
quickly found one. In late 1977 Ghaith 
Pharaon, a Saudi businessman, agreed to 
buy 60 percent of Lance’s stock at $20 a 
share. A few weeks earlier the stock had 
been trading for about $10 a share. Pharaon 
later acquired 100 percent of NBG. 

Lance and Pharaon portrayed the deal asa 
routine investment, but skeptics abounded. 
Of the roughly 15,000 banks in the United 
States, it seemed odd that Pharaon hap- 
pened to choose a bank that was owned by 
aclose friend, political supporter, and lend- 
er to President Carter—and that he would 
pay top dollar for it. Pharaon, Business Week 
noted, seemed to be “bailing him out to 
curry favor with President Carter.” 

Abedi, it was later revealed, did more for 
Lance than arrange the NBG deal. He also 
hired him as a consultant and arranged to re- 
pay his biggest debt: about $3.5 million that 
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he owed to the First National Bank of Chicago. 

One of Lance's duties was to recommend 
investment prospects to Abedi. And this he 
did. During the discussions about NBG, Abedi 
learned that stock was available in a much 
larger institution: Financial General Bank- 
shares, NBG’s erstwhile parent. Some sources 
speculate that Lance wanted Abedi’s help to 
gain control of Financial General, install him- 
self as its president or chairman, and thus 
recover from the humiliation of the Lance- 
gate affair. It didn’t go unnoticed that FGB's 
headquarters on 15th Street was just around 
the corner from the White House. 


BY EARLY 1977 A GROUP OF ABOUT 20 
investors, led by]. William Middendorf Il, a 
onetime investment banker who'd served 
as the secretary of the navy under presi- 
dents Nixon and Ford, had gained control of 
Financial General Bankshares. But Midden- 
dorf found rough seas in his first months as 
its chairman and president, and’some dissi- 
dent shareholders began to plot his ouster. 


First American’s Arab owners now rely on ROBERT ALTMAN, 
Clifford's protégé, as thelr man in Washington. Altman runs the 
show, tries to keep their names out of the news, and works on 
the side as a lawyer for BCCI. Four months ago BCCI pleaded 
guilty to criminal charges that it had laundered drug money. 


who joined up with Lance. According to a 
complaint later filed by the Securities and 
Exchange Commission, they recommended 
to Abedi “that BCCI purchase or recommend 
FGB common stock to its clients.” 

At first Abedi wasn’t interested, but he 
soon changed his mind. On December | he 
gave the green light. The shares were to be 
bought on behalf of BCCI clients. 

Abedi’s approval touched ,gif a frantic buy- 
ing spree carried out by Lafice, Stephens, and 
Eugene Metzger,a Waslfington lawyer. They 
spent millions of dgjfars to collect blocks of 

FGB's stock in private purchases from large 
individual investors as well as on the open 
market. By early February 1978 they had 
purchased about 20 percent of Financial 
General on behalf of four BCCI clients. 

On February 7 Lance met with FGB’s top 
executives: B, Francis Saul Il, who'd replaced 
Middendorf as the chairman the previous 
month, and Middendorf, who'd retained the 
title of president. What Lance said at the 
meeting is disputed. According to Midden- 
dorf and Saul, Lance said that he represent- 
ed a group of investors related to BCC! who'd 
acquired 20 percent of FGB’s stock and that 
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BCCI wanted eventual control of the company. 

“Lance said that he was acting as a repre- 
sentative of Abedi and BCCI,” Saul later said 
in an affidavit. “Moreover, Lance stated that 
BCCI ‘always wants control.” 

Two days after the meeting, Financial Gen- 
eral announced that an unidentified foreign 
bank had boughta large block of FGB’s stock 
“and may be seeking to obtain control of 
the company.” When newspaper reports ap- 
peared the next day, however, Lance called 
Saul to say that there had been a misunder- 
standing. The buyers, Lance said, weren't 
acting as members of a group under the 
direction of BCCI but were merely acting 
as individual investors. 

Abedi had orchestrated the buy-up of FGB’s 
stock very smoothly—except for one detail. 
If the investors were acting as a group, they 


@ 


were in flagrant violation of U.S. securities 
laws. Any investor or investment group that 
buys 5 percent of the stock of a publicly 
held company is required to make a public 
disclosure by filing a 13-D form with the SEC. 
In what some viewed as a transparent attempt 
to evade the law, each of the four Bcc clients 
had bought slightly less than 5 percent of 
Financial General’s stock. 

The purchases triggered two lawsuits, 
one filed by Financial General on February 
17, 1978, and the other filed by the SEC a 
month later. The defendants in the SEC com- 
plaint included scct, Abedi, Lance, Stephens, 
Metzger, and the four investors in whose 
names the stock had been acquired: Kamal 
Adham; Sheikh Sultan bin Zayed al-Nahayan, 
one of Sheikh Zayed’s sons; Abdullah Dar- 
waish of Abu Dhabi, a financial adviser who 
represented another of Zayed’s sons; and 
Faisal Saud al-Fulaij. 

The Bcc! defendants found themselves 


in immediate need of legal help, and they 
chose the Washington lawyer whom Lance 
had retained when the Lancegate affair ex- 
ploded: Clark Clifford. 


LIKE MANY OTHER ASPECTS OF THE 
First American saga, the story behind Clif- 
ford’s involvement is a matter of some dis- 
pute. In 1984 Robert Altman, Clifford’s 
partner, told a reporter for the Washington 
Post that the relationship didn’t come about 
via Bert Lance but stemmed from the firm's 
“international practice.” In a recent inter- 
view with Regardie’s, however, Altman said, 
“1 think Mr. Lance recommended this firm.” 
Whatever the case, Abedi and the Arabs 
had chosen not only a top-flight lawyer but 
one with superb political connections. 
Clifford, who's now 83 years old, came to 
national prominence during the presidency 
of Harry Truman. Although his title was 
counsel to the president, he was described 
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as the most powerful figure on the White 
House staff. He later served as an adviser 
to presidents Kennedy, Johnson (whom he 
also served for a year as the secretary of 
defense), and Carter. 

Clifford’s political connections have led 
some observers to view him as a sort of 
high-class lobbyist/fixer. It's an image that 
he evidently regards as distasteful. “There is 
one point I wish to make clear,” he once 
said. “This firm has no influence ofany kind 
in Washington. If you want to employ some- 
one who has influence, you will have to go 
somewhere else.... What we do have is a 
record of working with the various depart- 
ments and agencies of the government, and 
we have their respect and confidence, and 
that we consider to be a valuable asset.” 

In representing the Middle Eastern in- 
vestors, Clifford led a large team of law- 
yers that included takeover specialists from 
New York and Washington lawyers who 


had years of experience in dealing with 
bank regulators. His right-hand man was 
Altman, who'd just turned 31. The two men 
are so close that Altman has frequently been 
described as Clifford’s “alter ego.” 

A consent agreement with the SEC was 
quickly negotiated. Without admitting or 


. denying guilt, the defendants promised not 


to violate securities laws in the future. The 
Middie Eastern investors also agreed to make 
a tender offer of $15 a share to all of Finan- 
cial General’s shareholders. 

The consent decree touched off one of 
the longest and most controversial corpo- 
rate takeover battles in U.S. history. The 
management of Financial General Bank- 
shares, led by Saul, fiercely resisted the 
takeover attempt. In addition to suing 
Lance and his Middle Eastern associates, it 
dug up plenty of dirton Bcc!, much of which 


found its way into the press. One of the ” 


most damaging disclosures was that BCCI 


had made more than $80 million in loans to 
“insiders"—companies and individuals that 
were connected to the bank. (Bank regu- 
lators have always frowned on insider lend- 
ing.) Financial General’s lawyers also un- 
earthed a document from Bank of America 
that called Bcc1’s loan-loss reserves inade- 
quate—a charge that BCCI disputed. 

The two sides eventually signed an acqui- 
sition agreement in July 1980. But the deal 
still had to be approved by the Federal Reserve 
Board, which would make its decision after 
it heard the views of federal and state bank 
regulatory authorities. 


WHEN A LARGE BANK HOLDING COMPANY 
is taken over, the new owner is usually an 
existing bank. In this case, however, Finan- 
cial General was to be purchased by dummy 
companies that were owned by individual 
investors, none of whom was a banker, A 
further complication was that all the investors 
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| Prominent Arabs have also 


Fe provided support for Carter’s 
“& projects, including King Fahd 
e of Saudi Arabia (some of whose 
a telatives are BCCI shareholders) 
h and Adnan Khashoggi, the scan- 
: dal-plagued arms dealer. Kha- 
";, Shoggl is a former client of Clark 
Clifford's; a friend of First Amer- 
ican's biggest shareholder, Ka- 
mal Adham; and a client of BCC?’s. 
Inconnection with his dealing 
arms to Iran, Khashoggi trans- 
mitted $12 million through 
BCCI's Monte Carlo branch. 
Carter doesn’t seem to be 
the sort of man who'd become 
.. amouthpiece for foreign gov- 
emments, but even the most 
honorable man will listen 
sympathetically to the opin- 
ions of close friends. And in 
recent years Carter seems to 
have moved closer to the Arab 


point of view. In 1983, for exam- 
ple, he spoke movingly about 
the plight of Palestinians in the 
Israeli-occupied West Bank but 
said nothing about human rights 
abuses by Arab regimes. In 
1986 he lobbied senators to 
sell arms to Saudi Arabia. And 
last year he sharply criticized 
Salman Rushdie for offending 
Moslems in The Satanic Verses. 

Another U.S. politician who's 
popular in the Arab communi- 
ty is Andrew Young, the for- 
mer mayor of Atlanta. Young 
served as Carter's ambassador 
to the United Nations until 
August 1979, when he was 
forced to resign for holding 
unauthorized talks with the 
PLO. Because of the incident, 
he's widely viewed in the Arab 
world as a kind of martyr to 
America’s pro-Israel lobby. 
During a visit to Saudi Arabia 
and the United Arab Emirates 
in 1983, he was accorded vip 
treatment, Part of his travel 
and hotel expenses was paid 


by the government of the Unit- 
ed Arab Emirates, which is run 
by Sheikh Zayed bin Sultan 
al-Nahayan, another of First 
American's leading sharehold- 
ers. According to a report in 
the Atlanta Journal, Young’s 
hotel bill in Dubai was paid 
by the National Bank of Geor- 
gia, which was then owned by 
Ghaith Pharaon, a BCCI share- 
holder. A former NBG official, 
however, denies it. 

There’s also a connection 
between BCC! and Jesse Jack- 
son, the American politician 
with the most positive image 
in the Arab world. In one of 
the more curious develop- 
ments of the 1988 presiden- 
tial campaign, Clark Clifford 
and Bert Lance sponsored a 
breakfast meeting between 
Jackson and a group of main- 
stream Democrats~a meeting 
that helped to dispel Jackson's 
image as a radical. Clifford 
praised Jackson and said that 
if he were elected, he'd bring 


(1 


to Washington “the best brains 
the party and the country have 
to offer.” After the breakfast, 
according to a campaign aide, 
“Jackson frequently told re- 


-porters that Clark Clifford 


was among his ‘top policy ad- 
visers,’” 

Another prominent Demo- 
crat who gave a boost to the 
Jackson campaign is Fred Dut- 
ton, a former aide to John 
Kennedy who promoted Jack- 
son’s vice presidential pros- 
pects in an op-ed piece for 
the Los Angeles Times. Dutton 
has been a registered foreign 
agent for Saudi Arabia for more 
than a decade and is consid- 
ered its leading advocate in 
Washington. One of Dutton’s 
Saudi contacts is Kamal Ad- 
ham. In The American House of 
Saud, a book on Saudi lobby- 
ing, Steven Emerson writes 
that when Dutton was angling 
to get the Saudi contract, he 
made it clear that he wanted 
to report to Adham. 
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were residents of foreign countries, Could US. 
regulators effectively monitor the new owners? 

The regulators also wanted to know what 
role, if any, BCC! would play in Financial 
General. Questions about BCCI were raised 
by the Federal Reserve Board, the Federal 
Reserve Bank of Richmond, the Office of the 
Comptroller of the Currency, and Virginia's 
commissioner of financial institutions. 

The lawyers for the Middle Eastern inves- 
tors had their work cut out for them. They'd 
have to convince the Fed that Financial Gen- 
eral would be run by Americans who had 
solid banking credentials. And this is exact- 
ly what Clifford and Altman did. “The law- 
yers,” says one source, “proposed that there 
be a buffer in the form of a blue-ribbon 
board of directors, and the shareholders 
would basically agree to take a walk.” BCCI, 
they said, would have no involvement in 
the management of Financial General, al- 
though it could act as an “investment ad- 
viser” to the Middle Eastern owners. 

Clifford and Altman discussed this for- 
mula with bank regulators at an extraordi- 
nary April 1981 meeting at the Federal 
Reserve's headquarters. Regardie’s has ob- 
tained a transcript of the meeting through 
the Freedom of Information Act. Although 
some passages have been censored, it appears 
that the missing information deals with the 
personal finances and business holdings of 
the Middle Eastern investors. 

If.the takeover were approved, Clifford 
said to the regulators, control of Financial 
General would be vested in a board of di- 
rectors that would consist of distinguished 
US. citizens, including former senator Stuart 
Symington. Clifford had managed Symington’s 
1956 presidential campaign and had enlist- 
ed his old friend’s legal services during the 
takeover battle. To run the company on a 
day-to-day basis, he said, the directors would 
choose “a top, very well regarded commer- 
cial banker [as] president and CEO”—some- 
one with 25 or 30 years’ experience. 

As for BCCI, Clifford said: “There is no 
function of any kind on the part of Bcci. I 
know of no present relationship. 1 know of 
no planned future relationship that exists.” 
Referring to the dummy companies that 
would be used as vehicles for the acqui- 
sition, Altman said that “there is no con- 
nection between those entities and BCCI in 
terms of ownership or-other relationship.” 
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On the positive side, Clifford said that the 
Middle Eastern investors planned to inject 
additional equity into Financial General. 
There is, he said, “a growing feeling among 
many thoughtful and experienced Amcri- 
cans that it is in the interest of our couri- 
try... to bring back to the United States as 
many of the dollars as we can that through 
the years we send over to the OPEC countries.” 

One regulator who asked tough ques- 
tions at the meeting was Sidney Bailey, Vir- 
ginia’s commissioner of financial institutions, 
who opposed the takeover. Among other 
things, he expressed skepticism that the 
proposed takeover was nothing more than 
a routine investment. Were there political 
considerations behind a bid to acquire a 
bank in the U.S. capital? 

“Tl felt like a voice in the wilderness,” Bai- 
ley says. “The Fed paid little attention to 
what | had to say.” 

Four months after the meeting, the Fed 
officially approved the takeover. 


IN APRIL 1982 THE MIDDLE EASTERN 
investors made a tender offer for the remain- 
ing shares of Financial General. Four months 
later the name of the holding company was 
changed from Financial General Bankshares 
to First American Bankshares. (Some of the 
subsidiaries had already adopted the First 
American name; most of the others have 
since followed suit.) 

The new owners installed a new board of 
directors made up of prominent Americans, 
many of whom had close ties to Clifford. 
Altman and Symington joined the board, 
the latter as the vice chairman. The distin- 
guished American chosen to be the chair- 
man of the board: Clark Clifford. 

And what about the seasoned banker who 
was to serve as the president of the compa- 
ny? That part of the understanding with the 
Federal Reserv sa alee by the appoint- 
ment of Robert Stevens, the former chai 


holding€ompany based in Columbus. But 
in an unusual twist, a new corporate entity, 
First American Corporation, was placed at 
the top of the organizational chart, with Alt- 
man as its president. Thus, of the four top 
positions at First American, only one was 
held by a banker. (Stevens regired last July 
and was succeeded by Jack Béddow, a vetera 
First American executive Clifford also re- 
tired recently and was succeeded by Altman.) 

In addition to being First American's top 
executives, Clifford and Altman are among 


(e- 


the company’s top lawyers. They have steered 
alucrative share of the company's legal work 
to Clifford & Warnke, a fourth of whose 18 
lawyers handle bank-related matters. 

Over the past eight years the long and 
controversial battle for control of First 
American has faded from memory. The 
Middle Eastern investors and their links to 
BCCI and Lance are seldom mentioned in 
the press. It's probably a safe bet that most 
of the company’s customers assume that 
First American is U.S.-owned—a miscon- 
ception reinforced by its name and flag- 
waving advertising campaign. 


AS A BANK HOLDING COMPANY, FIRST 
American Bankshares is required to provide 
detailed ownership information to the Feder- 
al Reserve Board. When Regardie’s first tried 
to find out who owns First American through 
the Freedom of Information Act, however, 
the Fed declined to grant the request. 
Among the documents that the Fed did 
provide were two letters from a lawyer for 
the Middle Eastern investors requesting that 
the Fed not disclose their names to the public. 
Further evidence of First American's touch- 
iriess about the subject ofits ownership was 
displayed when the company was defend- 
ing itself from a lawsuit in 1988. The Mid- 
dle Eastern investors, in taking over the 
company in 1982,.didn’t acquire 100 per- 
cent ownership of all the banking subsidi- 
aries. In 1987 First American Bankshares 
decided to buy out the minority sharehold- 
ers in First American of Maryland and First 
American of Virginia at a price of $42 a 
share. Several of the Maryland bank’s in- 
vestors complained that the price was too 
low and took advantage of a state appraisal 
system to win a higher price. In Virginia, 
which has no such appraisal system, the 
dissenting shareholders went to court. In 
September 1988 a federal jury in Alexan- 
dria awarded the investors $60 a share. 
During the discovery phase of the case, 
lawyers for the plaintiffs met stiff resistance 
when they tried to determine who owned 
the company. When the question was put 
to Altman during a deposition, he steadfast- 
ly refused to provide any names. When the 
plaintiffs’ attorneys persisted, Altman's law- 
yer snapped that the identity of the owners 
was “none of your business.” When specific 
names were put to Altman, however, he did 
confirm their status as shareholders. 
Ina pretrial motion, First American’s law- 
yers went so far as to ask the judge to forbid 
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- ‘the plaintiffs’ lawyers from mentioning in 


court the names or nationalities of the com- 
_pany’s shareholders—or even that the bank 
was foreign-owned. They argued that it was 
irrelevant to the case, largely because Clif- 
ford and Altman ran the company; the own- 
ers played no role, they said, in setting the 
$42-a-share price to be paid to minority 
shareholders. They also claimed that the 
disclosure that the bank is Arab-owned could 
stir up prejudice in some of the jurors. 

The unusual requests to the Federal Reserve 
and to the judge in Alexandria underscore 
how sensitive First American is about its 
foreign connections. One of the stated rea- 
sons for the sensitivity—the possibility of 
anti-Arab prejudice—may have some valid- 
ity. Another reason-that the Arab inves- 
tors have absolutely no influence over the 
company—isn't so convincing. 

The owners may give Altman and Clifford 
considerable autonomy, butas their employ- 
ers they have the right to fire them whenever 
they want. Furthermore, how can the pub- 
lic be assured that the owners have no influ- 
ence as long as their identities remain secret? 

Potential customers and employees also 
have a legitimate interest in knowing who 
owns First American. Should they decide 
that the owners are objectionable people, 
for example, they might well decide not to 
deal with the company. 

There's another important reason that the 
identities of First American's owners are a mat- 
ter of public interest. The takeover was high- 
ly controversial. How does the public know 
that the Fed did its job properly if it refuses 
to say who was permitted to buy the company? 

Among the first group of documents ob- 
tained by Regardie’s from the Federal Reserve 
is a letter from Paul Volcker, who was then 
the Fed’s chairman, to the late Benjamin 
Rosenthal, a Democratic congressman from 
New York. The letter is dated November 16, 
1982, about three months after the Fed ap- 
proved the takeover. In the letter Volcker 
says that the Fed had recently received a 
Freedom of Information Act request for share- 
holder information, that the disclosure had 
been deemed “appropriate,” and that “a re- 
sponse is being prepared to that request that 
will include the shareholder information.” 

When the Federal Reserve refused to pro- 
vide shareholder information to Regardie's, 
the magazine protested the ruling and-brought 
Volcker’s letter to the attention of the Fed’s 
lawyers. The Fed then reversed itself, saying 
that it would release the names of the share- 


holders, along with each one’s percentage 
ownership in the bank, in 10 days. Before 
the 10-day period had expired, however, 
First American complained, which led the 
Fed to deliver yet a third decision. This time 
the Fed agreed to release the names of the 
investors who held at least 5 percent of the 
stock, but it would only reveal the exact 
percentages for those investors who held 
10 percent or more. These nine investors 
account for all but 1.75 percent of First 
American's stock. 

The list (see page 69) reveals that First 
American's biggest shareholder is Kamal 
Adham, who owned 12.63 percent of the 
company at the end of 1988. In addition, 
Adham Corporation Limited owned a block 
of between 5 and 10 percent. The other 
owners included Sheikh Zayed (11.76 per- 
cent); Sheikh Khalifa bin Zayed al-Nahayan, 
one of Zayed’s sons and the crown prince of 
Abu Dhabi; the Abu Dhabi Investment Au- 
thority, which Zayed controls; Faisal Saud 
al-Fulaij, Abdul Raouf Khalil of Saudi Ara- 
bia; Mashriq Holding Company, the per- 
sonal holding company of Sheikh Hamad 
bin Mohammed al-Sharqi, the ruler of Fujaira, 
which is a member of the United Arab Emir- 
ates; Ali Mohammed Shorafa of the UAE; 
Sheikh Humaid bin Rashid al-Naomi, the 
crown prince and deputy ruler of Ajman, 
another UAE member state; Khalid Salem 
Bin Mahfouz of Saudi Arabia; and Moham- 
med Hammoud of Lebanon. 

These are the names that First American 
has gone to such great lengths to conceal 
from the public. 

An examination of the investors’ back- 
grounds suggests that First American may 
have good reason to suppress their names— 
not because some customers and employ- 
ees may be prejudiced against Arabs in gen- 
eral bur because some Americans may take a 
dim view of some of these particular Arabs. 


WHEN CLIFFORD AND ALTMAN MET 
with bank regulators at the Federal Reserve 
in April 1981, they were accompanied by 
Kamal Adham and three other investors. 
After describing Adham as “a prominent 
businessman in Saudi Arabia,” Clifford lav- 
ished praise on him. “I have come to have 
the deepest respect for his character, for 
his reputation, for his honor, and for his 
integrity,” Clifford said. “I'm proud to be 
an associate of his.” 

Throughout the proceedings, Clifford re- 
ferred to Adham as “His Excellency”—a term 


ro 


that isn’t generally applied to Saudi sheikhs. 
In Saudi Arabia, the term sheikh isn’t a tile 
of nobility but simply an honorific for a re- 
spected person—roughly equivalent to refer- 
ring toa distinguished Spaniard as “Don.” Tak- 
ing their cue from Clifford, the regulators 
began to refer to Adham as “His Excellency,” 
Clifford recounted what he described asa 
recent conversation with B. F Saul, the chair- 
man of Financial General. “He [Saul] had oc- 
casion to go to London, maybe more than 
once,” Clifford said. “He had occasion to go to 
the Middle East, the Persian Gulf countries. 
} remember later on his talking with me, and 
he said, ‘I have looked into the reputation, 
particularly of the leader of the group, of 
His Excellency Sheikh Kamal Adham.’ And 
he said, ‘Irs difficult to recall a time when I 
have heard such universal commendation 
for an international businessman. | hear it 
in London. I’ve heard the most commenda- 
tory comments. I’ve heard about him in 
countries of the Persian Gulf. 1 have not 
heard one whisper of criticism against this 
man.’ And he said, ‘I feel perfectly comfort- 
able about this group, headed by this man, 
coming in and taking over our banks.’” 
(Saul disputed Clifford’s account in a recent 
interview with Regardie’s: “I never did go to the 
Middle East to meet him. | think I met Kamal 
Adham in Washington once. I don’t think | 
ever met him in London. I met him for 20 
minutes. I did not try to make a judgment 
whether they should own a bank. That was 
something for the Federal Reserve to do. All 
1 was concerned about was whether this was 
in the best interest of the shareholders, and I 
thought it was. | didn’t know these people.”) 
When it was Adham’s turn to speak, “His 
Excellency” provided some background infor- 
mation on himself. He said that he'd studied 
at English schools in the Middle East, includ- 
ing Victoria College in Cairo, and that he 
spoke “English, Arabic, and Turkish as well as 
some French and Italian.” As for his business 
career, he said that he had “interests in a num- 
ber of business enterprises, ranging from gen- 
eral contracting to manufacturing plants.” 
This portrait of Adham was incomplete. 
Long before he appeared at the Fed, news- 
paper stories had described him as Saudi 
Arabia's former intelligence chief. He'd held 
that post until 1977 and had served asa royal 
adviser until early 1979—two years after he 
started to buy stock in Financial General. 
As far as can be discerned from the cen- 
sored transcript of the meeting, there was 
no discussion of Adham’s government ca- 
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“reer nor of how he'd earned his fortune. 
Born in Turkey in 1929, Adham is the 
half-brother of Iffat, the favorite wife of the 
late King Faisal, who ruled Saudi Arabia 
from 1964 until his death in 1975. Adham 
and the much older Faisal were extremely 
: Close. During Faisal’s years in power, Adham 
B, was one of the most powerful men in Saudi 
k° Arabia. David Holden and Richard Johns, 
the authors of The House of Saud, an author- 
itative book on Saudi Arabia, described 
Adham as Faisal's “closest confidant and 
adviser” and his “right-hand man.” 

Adham’s most important role was to help 
the king set up an intelligence organization 
to protect the royal family from enemies at 
home and abroad. In the early 1960s he was 
put in charge of the Foreign Liaison Bureau 
and, in Holden and Johns’s words, “given gen- 
eral supervision over the General Intelligence 
Directorate, the internal security service.” 

On the home front, the Saudi regime faced 
threats from several sources, including dis- 
sident members of the al-Saud family, for- 
eigners who lived in the kingdom, Nasserites, 
teligious zealots, and rebellious members 
of the armed forces. In 1969, for example, 
there were at least two coup attempts. 

Faisal was capable of using brutal meth- 
ods to suppress opposition. Some of his 
opponents, in the words of an authority on 
the kingdom, “were mercilessly hunted, and, 
when caught, they were tortured and impris- 
oned for lengthy periods.” Some of the offi- 
cers who were arrested in the wake of a 
1969 coup plot were tortured by the secret 
police; a few of them died in prison. The 
repression continued into the 1970s and 
1980s. In its 1977 human rights report, 
Amnesty International said that it knew of 
200 political prisoners by name. 

When it came to the kingdom's external 
relations, Adham acted as Saudi Arabia's 
liaison with the iA, French intelligence, and 
other foreign spy agencies. He developed 
such close ties with Anwar Sadat that he was 
known as Saudi Arabia's “Mr. Egypt.” One 
way that the Saudis cultivated Sadat was by 
showering money on him. As part of an ef- 
fort to encourage Sadat to ‘expel Soviet mili- 
tary advisers from Egypt, Adham channeled 
enormous sums—“hundreds of millions of 
dollars,” according to one source—to Cairo. 

The “subsidies” to Egypt illustrate how 
Saudi Arabia has used money as an instru- 
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ment of foreign policy. “The Saudis don't 
have much to offer by way of manpower and 
military assets,” says William Quandt of the 
Brookings Institution, an authority on Saudi 
Arabia. “What they have to offer is money.” 

One important beneficiary of Saudi largess 
has been the Palestine Liberation Organiza- 
tion. Saudi Arabia is widely acknowledged 
to be the PLO’s biggest financial backer. In 
his 1981 book on Saudi Arabia, The King- 
dom, Robert Lacey wrote: “Increasing Saudi 
subsidies to the PLO since 1973 have given 
the organization currency reserves estimat- 
ed at over a billion dollars—larger than those 
of many Third World countries—and most 
inhabitants of the Kingdom are proud that 
Saudi oil revenues should be supporting 
the cause of their Palestinian brothers.” 

Despite his governmental responsibilities, 
Adham found time to engage in business 
activities during the 1960s and 1970s—and 
with impressive results. In 1981 he told the 
Federal Reserve Board that his net worth 
was $255 million. 

Business acumen no doubt played a role in 
Adham's success. Also important, though, 
were his political connections. His business 
career is almost a textbook case of how high- 
ly placed Saudis profit from their connections. 

One of Adham’s first important business 
ventures involved oil. In the late 1950s and 
early 1960s Saudi Arabia's oi! minister was 
Abdullah Tariki, an aggressive, U.S.-educated 
petroleum engineer. In Tariki’s view, the “Sev- 
en Sisters”—the leading international oil 
companies—had long been taking advan- 
tage of Saudi Arabia and other oil-producing 
countries. Tariki did his best to extract more 
money from the companies, even to the 
point of opening negotiations with a Japa- 
nese company. (In a move that would later 
turn the world upside down, Tariki and his 
Venezuelan counterpart teamed up to found 
OPEC in 1960.) 

But Tariki and the Japanese weren't the 
only parties involved in the discussions. 
The Japanese had engaged a well-connected 
Saudi as their agent: Kamal Adham. Adham’s 
precise role in the deal is a matter of some 
dispute. It’s clear, however, that Tariki com- 
plained vociferously that Adham was under- 
cutting his negotiating clout. Many years 
later Tariki reportedly said that he’d man- 
aged to get the Japanese to cancel a secret 2 
percent commission to Adham—which was 
to be paid on top of the commission that 
Adham was openly receiving. But Adham 
had the last laugh. In 1962 Tariki was dis- 
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missed and forced into exile, while Adham 
went on to become one of the most power- 
ful men in the kingdom. 

Adham has counted among his clients U.S. 
and European companies that manufacture 
arms. In the mid 1960s Kermit Roosevelt, 
an agent for Northrop Corporation, found 
that Adham appeared to be representing 
three foreign defense contractors simul- 
taneously—and was trying to sign up Nor- 
throp. In a letter to Northrop, Roosevelt 
said he understood that Adham “already 
has a piece of the Lightning deal, the Mirage 
deal, and the Lockheed deal and is trying to 
complete the square by an arrangement with 
Northrop.” Roosevelt concluded that it was 
probably a good idea for Northrop to engage 
Adham. “Without him,” he said, “we are 
going to be weakly represented.” 

The Egyptian connections that Adham 
had acquired in his role as intelligence chief 
were of great value when he did business in 
that country. “Adham was the main inter- 
mediary in the deals whereby Saudi Arabia 
bought French weapons on behalf of Egypt,” 
Holden and Johns wrote. “The commissions 
from these sales, including the Mirage air- 
craft, were understood to have been chan- 
neled through -his company, Arcan.” 

One of Adham’s American clients in the 
1970s was Boeing Company, according to 
reports in the Wall Street Journal. Adham, 
the Journal said, received large commis- 
sions from Boeing in exchange for promot- 
ing sales of its jets. His link to Boeing came 
to light in the mid 1970s, when U.S. govern- 
ment agencies investigated “questionable 
payments” made by Boeing and other US. 
companies to Americans and foreigners, 
including government officials. 

The SEC and the Federal Trade Commis- 
sion charged that Boeing had made tens of 
millions of dollars in questionable payments 

in connection with foreign aircraft sales. 
Both cases were settled in 1978 with a con- 
sent arrangement. In connection with the 
SEC settlement, Boeing filed a report in which 
itadmitted making such payments, although 
certain names and details were deleted. One 
such deal involved the sale of $137 million 
worth of aircraft to a customer in Egypt. In 
connection with that transaction, Boeing 
paid $8.7 million to corporations in Liech- 
tenstein; Boeing said it believed that the 
ultimate recipients were individuals who'd 
arranged or provided financing for the sale. 

The names of those individuals were de- 
leted from the Boeing report. The Wall 
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Street Journal filled in some of the blanks 
in a June 1978 article, based on interviews 
with US. government sources. Boeing was 
assisted, the paper said, by Adham and 
Mahdi al-Tajir, a diplomat from the United 
Arab Emirates. Mahdi al-Tajir had encour- 
aged Sheikh Zayed to lend Egypt up to $90 
million to finance the aircraft purchases, 
US. officials said, while Adham had used 
his influence with the Egyptian government 
to ensure that Boeing would be the supplier. 
Over the years, the Journal said, “Boeing has 
paid millions of dollars in commissions to 
Mr. Adham and Ambassador Tajir.” 

Adham invested much of the money he 
earned as an agent for foreign companies in 
conventional businesses, among them First 
American. Another bank in his investment 
portfolio is Allied Arab Bank, a London- 
based institution. He's its biggest share- 
holder; his partners are his friend Mahdi 
al-Tajir and Britain's Barclays Bank. 

Documents obtained by Regardie's from the 
Federal Reserve show that an SEC official told 
the Fed that the names of two of the Middle 
Eastern investors had come up in the Boeing 
investigation. In a letter’ to the SEC asking 
for more information, the two investors are 
referred to, but their names were excised 
from the version released to Regardie’s. They 
are described as “Mr. of Saudi 
Arabia and Mr. of Kuwait.” If 
the Wall Street Journal's reporting is correct, 
the Saudi in question is Kamal Adham. 

There is no doubt about the identity of the 
other investor: only one Kuwaiti was involved 
in the takeover. He is Faisal Saud al-Fulaij, 
another major shareholder in First American. 

From 1964 to 1977 Fulaij served as the 
chairman of Kuwait Airways, the state- 
owned airline. For an airline executive, 
he accumulated an impressive fortune— 
$70 million, according to a document filed 
with the Fed.in 1981. In the late 1970s the 
Federal Trade Commission identified him 
as the recipient of at least $300,000 in 
bribes. The commission's draft complaint 
said: “The payment, at the direction of a 
Boeing Co. officer, was made through a fic- 
titious Swiss consulting firm.” Fulaij has 
denied the allegation. 

Since the late 1970s Fulaij has been the 
chairman of Kuwait International Finance 
Company, which has been listed in BCCI’s 
annual reports as an affiliate. Fulaij told the 
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Federal Reserve that he was also the presi- 
dent of Kuwait Sanitary Wares Company, 
which, he said, “manufactured plumbing 
and ceramic equipment.” 


INVESTORS FROM ABU DHABI~SHEIKH 
Zayed, his son Sheikh Khalifa, the Abu 
Dhabi Investment Authority, and Ali Shor- 
afa—own a large chunk of First American. 
Because Zayed is the absolute ruler of Abu 
Dhabi, the Abu Dhabi Investment Authori- 
ty,a government investment fund, is widely 
regarded as his personal property. 

Sheikh Zayed came to power in 1966 by 
deposing Sheikh Shakhbut, his older broth- 
er. Shakhbut reportedly had peculiar atti- 
tudes about the proper way to invest money. 
There have long been rumors that he didn't 
believe in banks and kept gold bullion and 
millions of dollars in cash at home. He was 
eventually persuaded to put some of his 
money in the bank, the story goes, when he 
learned that rats had nibbled away a for- 
tune in bank notes. 

Shakhbut had refused to spend the sheikh- 
dom’s oil wealth to raise the living stan- 
dards of his people. Thus, when Zayed 
replaced him, the change in power was 
widely welcomed. 

Zayed, unlike his brother, is a big spend- 
er. He’s spent vast sums on lavish construc- 
tion projects, some of which are regarded 
as white elephants. The largest chunk of 
the sheikhdom’s money, however, has gone 
into his pocket. Fortune magazine has es- 
timated that Zayed is worth about $1.5 bil- 
lion—not including the billions of dollars 
in assets held by the Abu Dhabi Investment 
Authority. The ADA is a joint owner—along 
with the Libyan Treasury Secretariat and 
the Kuwait Ministry of Finance—of the 
Arab Banking Corporation, one of the Arab 
world’s largest banks. 

Zayed hasa large family to support. Inthe 
late 1970s it was reported that he'd been 
married as many as 14 times—although, of 
course, he’s presumably never had more 
than four wives at any one time (the limit 
under Islamic law). He reportedly has 22 
daughters and 19 sons. 

His wealth derives from Abu Dhabi’s oil 
revenues, which shot up dramatically after 
the 1973-74 OPEC price increase. Around 
the same time, a number of Arab countries 
cut off shipments of oil to the United States, 
along with a few other countries, to punish 
them for their support of Israel during the 
1973 Yom Kippur War. Abu Dhabi was the 
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first Arab country to declare an embargo 
against the United States. 

Over the years Zayed has also channeled 
tens of millions of dollars to the PLO. He’s 
been an outspoken critic of the United States 
and its relationship with Israel. “Israel is 
our number-one enemy,” he told reporters 
last December, “and America is our number- 
two enemy.” Two days later he reportedly 
met with PLO leader Yassir Arafat and assured 
him of his support for the Palestinian upris- 
ing on the Israeli-occupied West Bank. 

Up until sometime in late 1981 or early 
1982, the man in charge of managing Zayed’s 


personal fortune was Abdulldh Darwaish. 
As “Chairman/Director @éneral of the De 
partment of Personal“Affairs of H.R.H. Ruler 


{_Abu Dhabi_a irma 


Dhabi Invest z Company,” he'd acquired 
shares of Findacial General as a sort of trustee 


for Zayed’s young son Mohammed. 

In March 1982, several months before the 
takeover was consummated, Sheikh Zayed 
brought two suits in U.S. courts charging 
that Darwaish had been involved in an 
elaborate scheme to defraud him of $96 
million. Darwaish had already been under 
house arrest in Abu Dhabi for several months; 
his chief deputy, Riaz Saleem Aslam, had 
been jailed there in late 1981. 

“Documents filed in that case,” the Wash- 
ington Post’s Jerry Knight reported in August 
1982, “indicate Darwaish’s troubles in Abu 
Dhabi were known weeks and perhaps 
months before he and his partners bought 
control of Financial General but were never 
disclosed to bank officials, stockholders, or 
regulatory agencies. 

“Neither the Securities and Exchange Com- 
mission, which regulates corporate acquisi- 
tions, nor the Federal Reserve Board, which 
has authority over bank holding companies, 
has been informed of Darwaish’s troubles in 
Abu Dhabi, sources at the two agencies said.” 

The same day that the story appeared, 
Michael Bradfield, the general counsel to 
the Federal Reserve Board, wrote to Clark 
Clifford to ask for more information. Clif- 
ford responded in a letter dated August 16. 
In it he stressed that Darwaish owned no 
shares in the company but was merely rep- 
resenting Zayed’s son Mohammed, and he 
added that Mohammed would be handling 
his own investments in the future. He denied 
that any information had been withheld 
from regulatory agencies. In one passage he 
branded the Post’s story “inaccurate, mis- 
leading, unwarranted, and irresponsible” and 
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* said that he had informed Benjamin Bradlee, 


the executive editor, of “the gross inaccura- 
cies in the article.” The Post, however, pub- 


* lished no correction, letter to the editor, or 


follow-up article. 

One important issue was lost in the shuf- 
fle. The formal tender offer for Financial 
General Bankshares, filed with the SEc on 
March 3, 1982, listed Abdullah Darwaish as 
one of the three controlling shareholders in 
the takeover group (along with Adham and 
Fulaij) and described him as the chairman 
of the Abu Dhabi Investment Company and 
the chairman of Sheikh Zayed’s Department 
of Personal Affairs. At the time, however, 
he'd already been stripped of his official 
duties and placed under house arrest. 

In March 1989 the New York Court of Ap- 
peals ruled unanimously that Zayed couldn't 
press his claim because he'd refused to be 
deposed in the case. Riaz Aslam, Darwaish’s 
deputy, was reportedly still languishing in an 
Abu Dhabi prison. As for Darwaish, Regardie's 
has been unable to ascertain his whereabouts. 

Khalid Salem Bin Mahfouz, one of Saudi 
Arabia's most prominent businessmen, first 
bought shares in First American in 1986, 
His family controls the largest bank in Sau- 
di Arabia, National Commercial Bank, and 
has a net worth estimated to be more than 
$15 billion. Khalid’s father is the bank's 
founder; Khalid and his brothers run it. 

Like many of Saudi Arabia’s super-rich, 
the Bin Mahfouz family has benefited from 
royal patronage. King Saud granted permis- 
sion to establish the bank in 1954. Another 
apparent privilege was granted much more 
recently. In the late 1970s the Saudi govern- 
ment ordered the nation’s private-sector 
banks to sell stock to the public. Only one 
bank didn’t do so, presumably because of a 
special exemption: National Commercial. 

First American was by no means Bin Mah- 
fouz’s first investment in the United States. 
In 1977 he teamed up with former treasury 
secretary John Connally, Texas banker Fred- 
rick Erck, and Ghaith Pharaon to buy Main 
Bank, a small bank in Houston, Texas. The 
following year Connally introduced Bin Mah- 
fouz to Nelson Bunker Hunt and his brother, 
Herbert, who were on the lookout for partners 
as part of their effort to corner the world’s sil- 
ver market. In 1979, according to British jour- 
nalist Stephen Fay, the Hunts and Bin Mah- 
fouz established an offshore company to serve 
as a vehicle for silver investments, but the 
silver scheme collapsed, and Bin Mahfouz 
was rumored to have suffered huge losses. 


ASIDE FROM BEING WEALTHY ARABS, 
Kamal Adham and the other principal own- 
ers of First American Bankshares have one 
thing in common: all of them are closely 
associated with BCCI. 

At least seven of First American’s ]0 appar- 
ent shareholders also own stock in BCCI, 
according to BCCT’s latest available list of 
shareholders, which is dated October 31, 
1988. The Abu Dhabi contingent—Zayed, his 
relatives, the Abu Dhabi Investment Authori- 
ty, and Ali Shorafa~accounts for the biggest 
block of BCCI shares. Bin Mahfouz and his 
brothers owned 20 percent of BCCI. (They 
teportedly bought their stock in BCCI at 
about the same time that Bin Mahfouz in- 
vested in First American.) 

The owners of First American are con- 
nected to BCCI in many other ways. All of 
them have been described as “BCC! clients,” 
in the sense that the bank provides invest- 
ment advice to them. Sheikh Zayed is a 
close friend of Abedi’s and a partner with 
BCCI in its UAE subsidiary, Bank of Credit 
and Commerce (Emirates). Adham has been 
a BCCI depositor and borrower. Fulaij is a 
longtime executive of the BCCI group; when 
he first bought stock in Financial General, 
he was the chairman of Kuwait International 
Finance Company, a BCC! affiliate. (BCCI owns 
49 percent of KIFCO.) BCCI’s annual reports 
show that Fulaij served on the board of BCC!’s 
Italian subsidiary, Italfinance International 
S.p.A., from 1982 to 1986. Bin Mahfouz has 
served on BCCI’s board of directors. 

These close ties to BCCI and Abedi, its 
president, raise an obvious question: What 
is the relationship between First American 
Bankshares and BCCI? 


ABEDI’S KNACK FOR FORGING POLITI- 
cal connections has been controversial, part- 
ly because BCCI has sometimes employed 
highly questionable techniques. The bank 
has entered into business partnerships with 
political figures, provided jobs for them and 
their offspring, paid their travel expenses, 
and given them loans. 

In many of the countries in which BCCI 
has made powerful friends, it has received 
certain privileges or outperformed other for- 
eign banks. BCCI spokesmen say this is a 
coincidence; other bankers are skeptical. 

The United Arab Emirates, for example, 
has been described as the most overbanked 
country in the world; it has a huge number 
of branches that serve a population of less 
than 1.5 million. In 1982 the LAE decreed 
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that foreign banks would be limited to eight 
branches apiece. BCCI managed to get around 
the rule by setting up a separate bank, Bank 
of Credit and Commerce (Emirates). It didn't 
go unnoticed that Sheikh Zayed and his 
relatives own stock in both BCCI and BCCE. 

Many foreign banks have abandoned Nige- 
ria in recent years, amid complaints that 
economic travails and government restric- 
tions have made it extraordinarily difficult 
for them to generate profits. But BCCI’s 
40 percent-owned Nigerian subsidiary has 
been expanding rapidly and making so much 
money that it’s now one of its most profit- 
able units. The chairman—and one of the 
sharehalders—of BccI's Nigerian subsidiary 
is Ibrahim Dasuki, a wealthy businessman 
who's so close to Nigerian president Ibra- 
him Babangida that he’s been described as 
Babangida’s “political godfather.” 

BCC!’s most impressive political connec- 
tions were forged in Pakistan during the 
10-year rule of Mohammad Zia ul-Haq, the 
repressive dictator who died in 1988. Sources 
in Pakistan say that Abedi was one of Zia’s 
closest friends and a key adviser. BCCI hired 
along list of senior Pakistani officials who'd 
served under Zia. 

BCCI's image has also suffered because of its 
involvement in flight capital-money moved 
abroad by people who live in unstable coun- 
tries. Most flight capital is exported by rich 
people in Third World countries, and they 
usually have to violate foreign exchange con- 
trols to accumulate their money abroad. 

Most big banks are happy to accept depos- 
its from customers who've smuggled the 
money abroad, but they generally avoid vio- 
lating exchange controls. In at least six de- 
veloping countries, officers of BCCI have 
been accused of exchange-control violations; 
they've been found guilty in three of them. 

But all of BCCI’s previous controversies have 
been dwarfed by the issue of drug money. 

One former BCCI customer who was alleg- 
edly involved in the drug trade is Manuel 
Noriega, the former Panamanian dictator. 
In February 1988 Noriega was indicted in 
Miami and Tampa on federal drug charges. 
Around the time of the indictments, two 
convicted traffickers testified at Senate hear- 
ings that they'd dealt with Noriega—and 
with BCCI—in Panama. One of the traffickers, 
Leigh Bruce Ritch, testified that he’d been 
referred to BCCI by Cesar Rodriguez, one 
of Noriega’s closest associates. The traffick- 
ers’ testimony was buttressed by José Blan- 
don, a former Panamanian diplomat. — > 
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BCCI, according to Blandon, had been used 
for money laundering by both Rodriguez 
and Enrique Pretelt, another associate of 
Noriega’s, who at the time was under indict- 
ment in the United States on drug charges. 

In the wake of the Noriega hearings, the 
Senate Subcommittee on Terrorism, Nar- 
cotics, and International Operations, chaired 
by John Kerry of Massachusetts, launched a 
secret inquiry into BCCI. On September 30, 
1988, the Kerry committee deposed Amjad 
Awan, BCCI's country manager for Panama 
from 1981 to 1984. Awan, who'd acted as 
Noriega’s personal banker, said that the 
dictator had channeled millions of dollars 
through his BCCI account, most of the depos- 
its had been in cash. Noriega had been so 
pleased with the service he'd received, ac- 
cording to Awan, that he'd made a personal 
appeal to Abedi not to transfer Awan from 
Panama. Abedi had gone ahead with the 
transfer anyway, but Awan had assured 
Noriega that “I would be available to him 
whenever he needed me.” 

Kerry's subcommittee wasn’t the only unit 
of the U.S. government that was taking a 
close look at BCcI. At the same time that 
Awan was testifying, he and several of his 
BCCI colleagues were the targets of an under- 
cover investigation of money laundering that 
had been launched in 1986 by the U.S. Cus- 
toms Service. A customs agent posing as a 
money Jaunderer had channeled millions 
of dollars in cocaine money through BCCI. 
Awan was one of several BCCI officers who'd 
allegedly been eager to help out. 

In early October 1988 a federal grand 
jury in Tampa returned an indictment against 
BCCI and nine of its employees, including 
Awan. BCCI and eight of the bankers were 
charged with laundering about $14 million 
in cocaine money. 

When the indictment was unsealed, U.S. 
Customs Commissioner William von Raab 
called BCCI “an institution that was prosti- 
tuting itself to money laundering.” 

In April 1989 a federal grand jury in Tampa 
returned a superseding indictment against 
BUCL The new indictment alleged that 6CC1 
officers were involved in laundering drug 
money as far back as 1983-three years be- 
fore U.S. Customs launched the investigation 
that led to the original indictment. The new 
indictment also alleged that the laundering 
of drug money was part of BCCI's corporate 
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strategy BCCI and its Colombian subsid- 
iary, it said. implemented “a corporate strat- 
egy for increasing BCCI’s deposits by en- 
couraging placements of cash from whatever 
sources. specifically including ‘flight capi- 
tal,’ ‘black market capital,’ and the proceeds 
of drug sales, in conscious disregard of the 
currency regulations, tax laws. and antidrug 
laws of the United States and of other nations.” 

BCCI settled the case last January with 
a plea bargain. t and an affiliate pleaded 
guilty to money-laundering charges and for- 
feited $15 million: in exchange, prosecu- 
tors dropped the charges against BCCI’s Lux- 
embourg holding company as well as BCCT's 
Colombian subsidiary. Five officers of BCCI 
are now on trial in Tampa, and the U.S gov- 
ernmentis seeking to extradite another BCCI 
officer from London. British authorities are 
expected to put still another BCCI official on 
trial in that country 


WHAT EXACTLY IS THE RELATIONSHIP 
between First American Bankshares and the 
bank that the U.S. government has branded 
a corporate criminal? 

The official version is that there is none. 
The two shareholder groups overlap to a cer- 
tain extent. officials of First American Bank- 
shares say, and BCCI provides advice to some 
of the Arab investors—and that’s about it. 

“BCCI has not been involved at any time in 
any respect in the establishment of policy 
or in the control or management of First 
American or any of its subsidiaries,” one of 
First American's lawyers said in a letter to 
Regardie’s. “This has been confirmed by the 
management of First American and reaf- 
firmed in regular bank examinations.” 

The official version of the relationship, 
however, shouldn't be accepted at face value. 
BCCI officials and lawyers for First Ameri- 
can’s owners have made numerous ques- 
tionable statements over the years. In at 
least a few cases, BCCI officers have given 
false information to reporters. 

Some of the most egregious examples are 
from early 1978, when it was first reported 
that BCCI might have been behind Bert Lance's 
efforts to buy shares of Financial General. 
On February 13, the New York Times report- 


ed that BCCI officials “flatly denied making - 


any purchases of or having any involve- 
mentin efforts to acquire Financial General 
stock.” According to the Times. Dildar Rizvi, 
a BCCI official. “said that he had spoken 
today with Mr. Abedi, who also denied any 
connection with efforts to purchase Finan- 
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cial General stock.” A little more than a 
month later Rizvi (who is now one of BCCT’s 
most senior officials) told a reporter for the 
Washington Post that Bert Lance “was paid 
nothing by the bank”; Allaudin Shaik, an- 
other BCCI executive. said that Lance had 
“received absolutely no loans from BCCI or 
loans arranged by BCCI” 

All of these statements were later proven 
false. Abedi himself, in fact, later admitted 
that BCCI had lent Lance about $3 5 million. 

During and after the takeover battle, the 
BCCI “clients” and their lawyers also made 
numerous questionable statements about 
the deal. Clark Clifford. for example, pro- 
vided this extraordinarily terse account of 
Lance’s role during the April 1981 meeting 
at the Federal Reserve: “At one time he did 
own a few shares of stock. He sold the stock 
Retired from participation in it.” And Altman 
recently told Regardie’s that Lance hadn't 
had “any significant role in the acquisition.” 

In fact. however, Lance had been a paid 
financial adviser to BCCI, had helped to 
collect the stock, and had approached the 
management of Financial General on the 
investors’ behalf 

Ina 1979 deposition, and again at the Fed 
meeting in 1981, Adham said that the stock 
had been recommended to him by a friend 
who worked at the Saudi embassy in Wash- 
ington. “Mr. [Hassan] Yassin advised me that 
the stock had become available for purchase 
in Financial General and that this company 
might provide an attractive investment op- 
portunity,” he told the Fed in 1981. “I asked 
BCCI to evaluate this property for me and ad- 
vise me as to its suitability as an investment.” 

Three years earlier, however, U.S. District 
Court Judge Oliver Gasch had found in a civil 
suit that it was Abedi who had recommended 
the Financial General stock to Adham. 

At the Fed meeting, Clifford, Altman, and 
Adham went to great lengths to portray the 
share buy-up as a routine investment. Adham 
and his partners weren't members of a group 
involved in a secret scheme to acquire con- 
trol of the company. they said, but simply 
ordinary investors in the U.S stock market. 

The assertion that BCCI wasn't involved 
in the takeover —that the buyers were mere- 
ly several unrelated investors who happened 
to be customers of BCCI—had already been 
demolished by Gasch, who'd agreed with the 
SEC that the shareholders were acting as a 
group to take over Financial General in viola- 
tion of securities law He’d found that Abedi_. 
had essentially put together the deal, assem- 
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H ding a group of investors and instructing 
@ Lance and others to buy stock for them. 
‘There can be little doubt that Abedi was 
* interested in acquiring a foothold in the 
# United States. But major legal and regulato- 
it ty obstacles stood in his way. In fact, BCCI 
%, had run into trouble with state banking 
, regulators three years before the Financial 
# General battle. In 1975 a Bcci client had 
'/ tried to acquire the Bank of Chelsea, a small 
#% institution in New York City. But after he'd 
#2 made it clear that BCCI would be involved in 
+ running the bank, New York State bank 
# regulators withheld their approval. 
¥  AtaDecember 1, 1977 meeting that was 
‘attended by Lance and others, Abedi, the 
SEC said, “discussed the possibility of acqui- 
sition of control of both FGB and NBG by 
¥ Ghaith Pharaon.” Pharaon’s lawyer said that 
* since his client already owned part of Nation- 
al Bank of Georgia (a transaction that was re- 
portedly financed by ncct), this could violate 
restrictions on interstate banking. The Finan- 
cial General stock would have to be bought by 
someone else. Abedi immediately came up 
with four other BCCI clients. These four in- 
vestors and the ones who joined them later 
} were more than simply “BCCI clients.” They 
included BCC! stockholders, joint-venture 
partners, friends of Abedi’s, and, perhaps most 
important, borrowers from the BCCI group 

Fulaij, for example, told the SEC that 
he'd paid for his stock with a $3.55 million 
unsecured loan from Kuwait International 
Finance Company, a BCCI affiliate. Fulaij 
was its chairman. 

Fulaij wasn't the only borrower. Adham has 
borrowed from the bank, and other members 
ofthe group may have done so. When Finan- 
cial General’s management was fighting the 

- takeover, its lawyers filed a sworn affidavit 
that they'd seen a Bank of America docu- 
ment that revealed that BCCI had made loans 
to two of the four Middle Eastern investors 

Moreover, the names of the two shell com- 
panies that were set up as a vehicle for the 

+ acquisition of Financial General bore a strik- 
ing resemblance to that of BCC a Dutch 
_ company called Credit and Commerce Amer- 

‘-:’ ican Investment, which in turn was owned 

by a Netherlands Antilles company called 

Credit and Commerce American Holdings. 
When a Federal Reserve official asked 

about the similarity, Clifford replied: “I think 
generally the term ‘credit and the term ‘com- 
merce’ are terms that are used extensively 
in the Persian Gulf in financial affairs. ...1 
know of no additional reasoning behind it.” 


Clifford was mistaken. The only major Arab- ‘ : : 

owned bank with those words in its name is Discount Prices 

Bank of Credit and Commerce International. Expert 
Installation 
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THE PUBLIC RECORD SHOWS THAT BCCI 
masterminded the Financial General invest- 
ment, provided loans and consulting fees to 
Lance (who facilitated the takeover), brought 
in close associates of the bank as investors, 
and financed the stock purchase of at least 
one of those investors. While none of this 
proves that the two insticutions have been 
linked to each other since the takeover, 
Regardie’s has found that there are a num- 
ber of ongoing connections. 

Before BCCI opened a branch in New York, 
it depended heavily on the services of cor- 
respondent banks in that city. One corre- 
spondent was First American Bank of New 
York—a seemingly unusual choice, since it's 
a relatively small, obscure institution. Odd, 
that is, unless BCCI regarded it as a sort of 
sister bank. An official at a major New York 
bank who’s had dealings with BCCI says that 
when BCCI’s employees made business trips 
to New York, they used desks and phones at 
First American. 

There are also personnel connections. At 
least two of BCCI’s senior officials have held 
posts at First American Bank of New York. 
Aijaz Afridi left his job as a general manager 
of BCCI’s Swiss subsidiary to become the 
executive vice president of FABNY, only to 
return to run BCC!’s Spanish subsidiary. 
Khusro Elley, who ran BCCI’s representative 
office in New York, also left for a senior 
position at FABNY. 

A source at BCCI's Spanish subsidiary says 
that before Afridi arrived there, employees 
were informed that he was a senior BCCI 
official who’d been posted to First Ameri- 
can of New York “at the request of Mr. Abedi” 
and that Abedi had now transferred him to 
Spain. After Afridi arrived in Spain, this 
source says, he frequently referred to First 
American as a member of the BCCI group. 

Neither Elley nor Afridi, however, com- 
pletely severed his ties to BCC! while work- 
ing for First American, Public records show 
that both men used BCCI mortgages to buy 
houses in the wealthy suburb of Scarsdale. 
Afridi received his mortgage in December 
1983, just months before he’d joined First 
American. Elley’s mortgage was granted in 
July 1984, while he was a First American 
employee. Real estate records dan't indicate 
the interest rate on Elley’s mortgage, but 
Alridi’s was granted on what appear to be 
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FIRST AMERICAN 


extremely generous terms, including no 
down payment. 


PERHAPS THE MOST OBVIOUS ONGOING 
connection between First American and BCCI, 
however, is their common law firm: Clifford 
& Warnke. The firm began to work for acc! 
in early 1978, when Abedi and the bank 
were sued for violating USS. securities laws 
in connection with the acquisition of shares 
in Financial General. 

Two years ago, when Senator Kerry in- 
vestigated BCCI's ties to Noriega, Clifford 
and Altman dealt with his subcommittee 
on BCCI’s behalf. Clifford, according to a 
subcommittee source, had discussions with 
Kerry as well as with the chairman of the 
Foreign Relations Committee, Senator Clai- 
borne Pell of Rhode Island. 

Following scct’s indictment on drug 
charges in October 1988, Clifford and Aleman 
played an important role behind the scenes, 
recommending defense lawyers, monitor- 
ing the case as it unfolded, and even approv- 
ing BCCI’s responses to press inquiries. 

Altman has also lobbied on Capitol Hill 
on BCcr’s behalf. In January, shortly before 
the proposed settlement was announced, 
he and three other lawyers for BCCI met 
with Senator Orrin Hatch of Utah. Hatch 
has told Regardie’s that Altman and his col- 
leagues strongly defended the plea bargain. 

The arguments were evidently persua- 
sive. After other senators criticized the plea 
bargain as a slap on the wrist, Hatch defend- 
ed the deal on the floor of the Senate. He also 
minimized BCC!'s relationship with Noriega, 
lumped BCCI together with banks that had 
been found guilty of less-serious charges 
(failure to file currency-transaction reports), 
and said—incorrectly—that none of the indi- 
vidual defendants who'd been indicted were 
senior officials of BCCI. 

All the while, of course, Clifford and Altman 
have been running First American. It's a 


curious and awkward relationship that not 


only undercuts First American's claim that 
it's wholly independent but also presents 
potential conflicts of interest. Aren’t there 
times when the interests of First American 
and BCCI are at odds? How do Clifford and 
Altman resolve such conflicts? Do they do 
what's best for First American or what's 
best for BCCI? Or doesn't it matter? 

Altman says that he doesn't see a conflict. 
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“It's not unusual that a law firm represents 
more than one client in an industry,” he 
says. “We are not the primary lawyer for 
BCCI. We [First American] do very different 
kinds of business. They are an international 
bank; we are a regional bank.” 

As the chairman of First American Bank- 
shares, couldn't Altman avoid even the ap- 
pearance of a conflict of interest by simply 
dropping another bank that he describes 
as a minor client? ; 

“I'm not anxious to distance myself from 
BCCI,” Altman says. “I'm not defensive about it.” 

Clifford and Altman aren't the only law- 
yers used by BC.C1, but they have a great deal 
of contact with the bank’s top management, 
according to a BCCI insider. He says that 
Altman was in constant communication with 
BCCI officials. Altman says that he talked to 
Abedi “infrequently.” When Regardie’s asked 
Altman how often he talks to Abedi’s deputy, 
Swalch Naqvi, who essentially runs BOC, 
Altman declined to comment. 

Moreover, Altman claims that he and Clif- 
ford have very little contact with First Ameri- 
can’s Middle Eastern owners. For example, 
he stated in a deposition that he hadn't both- 
ered to tell them when he'd decided to spend 
about $30 million to buy the remaining 
public stock in First American's Virginia 
subsidiary. There hadn't been, he insisted, a 
single meeting, letter, telex—not even a phone 
call. In one motion, lawyers for First Ameri- 
can stated, “The evidence in this case is 
undisputed that those foreign nationals 
played absolutely no role in the merger trans- 
action, and indeed, did not even know about 
it until after it had been consummated.” 

Shareholders who are so remote from a 
company that they're not consulted about 
a $30 million transaction are more than 
simply “passive” investors. “Comatose” 
might be a more accurate term. 

First American is by no means the only 
ostensibly independent company with close 
ties to BCCI. Attock Oil Company, a London- 
based refining and trading firm, has in recent 
years acquired several U.S. properties. Ahedi 
arranged the acquisition of Attock Oil in 1979, 
and a source close to the company says that 
its ownersinclude Adham, Pharaon,and Fu- 
laij. According to published reports, Pharaon 
has been the chairman of the company and 
Adham a director. Its main bank is BCCI. 

Capcom Financial Services, a commadi- 
ties and money-inanagement firm, was indict- 
ed in Tampa as a codefendant in the BCCI 
money-laundering case. A source close to 
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the company says that its leading share- 
holders include at least two of First Ameri- 
can's shareholders, Adham and Abdul Khalil, 
as wellasS. Z. A. Akbar, Capcom's managing 
director. Akbar is related by marriage to 
Naqvi, BCCI's chief executive, and before 
joining Capcom he was Bcc!'s chief trader. 
He was also indicted in the Florida case. 

Then there's the case of National Bank of 
Georgia. Alter BCCI arranged Pharaon's ac- 
quisition of the bank in late 1977, Pharaon 
became an absentee owner. In 1979 he hired 
Roy P. M. Carlson, a former executive of 
Rank of America, to run NBG. Carlson had 
been responsible for monitoring 8 of A's 
investment in BCCI. 

Carlson wasn't the only NBG official with 
links to BCCI. Three Pakistani bankers were 
recruited from BCCI to help Carlson run the 
bank. The most senior of them was Tariq 

Jamil, whose title was assistant to the chair- 
man. A few years ago Jamil returned to BCCI 
asa senior official ofits long Kong subsidiary. 

In 1987 First American bought back its 
former subsidiary fram Pharaon, who was 
in deep financial trouble. Jt paid $255 mil- 
lion for the Georgia bank in what Altman 
describes as “an arm’'s-length transaction.” 

At the time, however, Clark Clifford indi- 
cated that Pharaon’s ties to the owners of 
First American may have had something to 
do with the transaction. “Our investors 
encouraged us to consider the purchase,” 
he said. “They had known of the ownership 
being in the hands of Pharaon. They encour- 
aged us to do it.” Pharaon has himself 
acknowledged the importance of his ties to 
the owners of First American. “These are 
people we have been associated with for a 
long time,” he said, referring to Adham and 
Fulaij. “We've had many contacts with them, 
so we know them. They said we should speak 
to [First American's] management in Wash- 
ington, which we did, and that’s how the 
deal came through.” 

Pharaon has invested in other U.S. banks, 
in at least some cases with RCCI’s help. In 

1985, for instance, he bought Independence 
Bank of Encino, California in a transaction 
that resembled the Georgia deal. Sources 
familiar with the deal say that the negotia- 
tions were handled by BCC) officers and that 
Pharaon has been a very passive investor. A 
BCCI executive was installed as the bank's 
chairman, although in 1989 the top job was 
taken over by an American banker who has 
no apparent ties to BCCI. Senior officials 
of the bank say that there's no connection 
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+ with BCCI and that they regard Pharaon as 


the bank's proprietor. 
One characteristic shared by all of these 


* purportedly independent companies is that 


their senior executives have attended BCC!s 
annual management conferences. BCCI insid- 
ers say that attendees have included offi- 
cials of Attock Oil, Capcom, National Bank 
of Georgia, and First American Bankshares. 

Altman has also attended several of the 
conferences. The feeling among the partici- 

pants, a source says, was that “everyone 
there was part of the BCCI group.” Accord- 
ing to sources who have attended these con- 
ferences, Aluman was there not as a lawyer 
for BCCI but as the leader of a contingent of 
First American executives. 

“i don't think any other First American 
people were there,” Altman says. Was he 
there in his capacity as a First American 
executive or as a BCC! lawyer? “It wasn't 
specified,” he says. “They asked me to come.” 

At other meetings, senior executives of 
BCCI, including Abedi, explicitly reinforced 
the notion that the firms in attendance were 
part of the “group.” Says a former BCCI exec- 
utive: “I remember at one meeting, Abedi 
said, ‘We are now one of the largest finan- 
cial groups in the world, when you take into 
account the BCC Group, First American, 
Attock Oil.’ He would mention NBG and 
Independence Bank. He would say when 
you put them all together, we as a group are 
so big. He would throw in a figure of $28 
billion or $30 billion in assets.” 

Indeed, a banker who attended several of 
the management conferences told Regardie’s, 
“You'd be damn foolish if you didn’t see 
the handwriting on the wall that someday 
they could come together.” Sources say, in 
fact, that Abedi not only spoke of First Amer- 
ican as an affiliate but that he planned to 
turn it into an official subsidiary once he 
got approval from the Federal Reserve. One 
BCCI source says that Abedi even told vari- 
ous BCCI executives what jobs they'd have 
in Washington. Aleman denies that there 
was ever any such plan. 

During the Florida money-laundering in- 
vestigation, Amjad Awan described the rela- 
tionship between BCC! and First American 
toan undercover federal agent. A government 
affidavit paraphrases Awan: 

“Awan said that BCCI has bought and con- 
trols First American Bank and National Bank 

of Georgia through private individuals. The 
banks were bought through individual names 
rather than BCCI because BCCI could not buy 
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the banks and run them duc to U.S. law. For- 
mer secretary of defense Clark Clifford is 
one of the persons who is working on behalf 
of BCCi to gain control of these U.S. banks.” 

When asked to comment on this state- 
ment, lawyers representing BCCI in the drug- 
money case said that the document “mischar- 
acterizes the referenced conversation of Mr. 
Awan.” Altman says that Awan was wrong, 


THE FIRST AMERICAN STORY TURNS ON 
a classic Washington question: What did 
the Fed know and when did it know it? 

The deal to buy First American was ap- 
proved because Clifford, Altman, and the 
Middle Eastern investors made certain rep- 
resentations and promises to the Federal 
Reserve and other bank regulators. In trying 
to evaluate whether the deal was proper 
even naw, the questions that must be asked 
are: How complete and accurate were their 
representations? Were the promises kept? 

Clifford and Altman have portrayed the 
owners of First American as “among the 
most substantial, respected individuals in 
the Middle East.” At least several of them, 
however, are far more controversial than 
that. At least two of them have been accused 
of accepting questionable payments from 
American companies, one is the former intel- 
ligence chief of a repressive regime, and one 
heads the country that took the lead in embar- 
going oil to the U.S. in 1973 and is alsoa key 
financial backer of the PLO. 

The Federal Reserve, however, apparent- 
ly overlooked such matters. “I don’t recall 
those issues being raised at the time at all,” 
says a former Fed official who was involved 
in the deliberations. “The PLO was never 
mentioned. But it seems to me that if they 
were raised in a new proceeding, that might 
be the kind of thing that the Federal Reserve 
would take cognizance of. 

“There was nothing concrete that would jus- 
tify denial. There wasn't a requirement that 
you find them to be substantial, reputable 
persons of good character and standing. You 
just had to find that they weren't disreputable.” 

The only glancing reference to the PLO 
seems to have come in a set of questions 
submitted by Manfred Ohrenstein, the Dem- 
ocratic leader of the New York State Senate, 
who asked whether “any of the stockholders 
or the organizations for which they act as 
repfesentatives” were “affiliated in any way 
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with any international terrorist organiza- 
tions” or providing them with “any finan- 
cial assistance.” Altman's one-word reply to 
both questions: “No.” 

Clifford minimized the role of BccI in the 
deal, and the Fed apparently believed him. 
At least one Fed document suggests pro- 
found ignorance about the investors’ ties to 
that bank. A letter from a Fed official to 
Representative Rosenthal, who was trying 
to get at the question of ownership and 
control, contains this statement: “Stall has 
no knowledge of loans from or other involve- 
ment in the affairs of Bcct on the part of 
Applicants’ principals [the Arab investors].” 

But the reality is that BCCI orchestrated 
the initial purchases of Financial General's 
stock and financed at least some of those 
purchases, that the “Applicants” also owned 
a significant interest in BCCI, and that BCCI's 
president was to be the principal “adviser” 
to those “Applicants” on matters relating to 
First American. 

Clifford told the Fed that the bank would 
be run by a board of respected USS citizens 
and that the Arabs would merely be passive 
investors. He became the chairman of its 
board and appointed several friends and 
associates as directors. 

Clifford's own account of the events that 
led to First American's acquisition of Nation- 
al Bank of Georgia, however, suggests that 
the Middle Eastern owners have been more 
than passive investors. There is also evi- 
dence of some sort of ongoing relationship 
between First American and BCCI. It remains 
unclear whether First American is a “sister 
institution” to BCCI or whether the banks 
have simply made a cozy exchange of tal- 
ent. Perhaps the best example of the exchange 
of talent has been the relationship of Clif- 
ford, Altman, and their law firm to the key 
players in this story. 

Earlier this year, as prosecutors were cut- 
ting a deal with BCCI on the drug-money 
indictment, the Fed was reportedly talking 
with First American officials and express- 
ing renewed concern over the shareholder 
overlap and transactions between the two 
institutions. According to the Financial 
Times, the Fed “accepted their promise that 
the two banks will have no future dealings.” 

A source at First American told the Times 
that in the past, “there was some business 
done with BCCI, but it was very small, ex- 
tremely small.” 

The quote is reminiscent of Altman's as- 
sertion that the ownership overlap between 
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First American and BCCI is “not as great 
as you might think,” when in fact the over- 
lap is considerable. 

Ina recent interview with Regardie’s, Alt- 
man denied that the Fed and First Ameri- 
can have had any meetings or discussions 
regarding BCCI since October 1988, when 
BCCI was indicted. Yet a September 1989 
letter from First American's attorneys to 
Regardie’s notes: “Following the period last 
fall when BCCI and several of its officers 
were indicted on money-laundering charges 
in Florida, the Federal Reserve expressly 
confirmed again that BCCI had no involve- 
ment with the management of First Ameri- 
can and thatall prior representations about 
this relationship were fully correct.” 

And in aJuly 1989 interview with Regar- 
die’s, Altman said: “The reason I know that 
it [the business between BCCI and First Amer- 
ican} is quite insignificant is that after the 
events of last October, the Federal Reserve 
came and reviewed our relationship to ensure 
that all of the commitments we had made to 
the Fed had been honored, and in the con- 
text of that they audited our business.” 

And what if Bcci were found to be ex- 
erting control over First American? The legal 
implications could be serious. Lawyers who 
specialize in banking law say that this would 
mean that the acquisition of Financial Gen- 
eral was an “illegal takeover,” since the inves- 
tors who applied to the Fed for permission 
to buy the company would have been front 
men. Anyone who carried out such a scheme 
would be violating a long list of federal laws, 
including the Bank Holding Company Act, 
securities laws, and Title 18, Section 1001 of 
the US. Code, which makesita felony to make 
false statements to a government agency. 

Has the Fed ever done a thorough investi- 
gation of Financial American’s shareholders 
and their links to Bcci? Or has it simply 
relied on assurances from the men in charge 
that everything's all right? 

If nothing else, the First American case 
shows why there should be more sunshine on 
banks, not less. Whose interest does it serve 
to keep the ownership of First American 
secret? Not the depositors’ and not the tax- 
payers’. With foreigners increasingly buying 
into U.S. banks, this case sets a bad precedent. 

What was good for the Fed nine years ago 
may not be good enough today. Lingering 
questions about the owners of First Ameri- 
can and the bank's refusal to answer them 
provide ample reason for the Fed—or for 
Congress—to take another look. B 


1325015-000-48 1/1 


11/13/97 @ @ ICMIPRO1 


23:11:26 FD-192 Page 1 
Title and Character of Case: 


HIDDEN INTERESTS 
MC #38 


Date Property Acquired: Source from which Property Acquired: 
1B25 
09/30/1992 


Anticipated Disposition: Remined By. "fase Beeb 
b7C 


Grand Jury Material - NO (Disseminate only pursuant to Rule 6(e)) 


Description of Property: Date Entered 
1B 33 . 
1B33(14) BOXES OF BCCI COMPUTER TAPES INDIVIDUALLY LISTED. 


THESE BOXES WERE PART OF LARGER LIST 1B25(SEE ATTACHED LIST) 
KEEEKKKRKKEEKEKEKBOX ONE OF FOURTEENS £8 4 EE KR RR KR RK KK EEK KR KEK K 


kK KK ; 
ACCT FILES # 018508 # 122196 # 123525 # 028511 #018406 

#018611 

Barcode: E0423650 Location: ECR1 U201 SB 10/13/1992 


ATB-WE.IW G44 
IZ 
|B 2. 


i | NVIS: ; 


Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD 


1325015-000-4812 


11/13/97 6. © ICMIPRO1 


22:11:23 FD-192 Page 1 
Title and Character of Case: 


HIDDEN INTERESTS 
MC #38 


Date Property Acquired: Source from which Property Acquired: 
TOCHE ROSS INC 
11/27/1992 


Anticipated Disposition: 


b6 
b7Cc 


Grand Jury Material - NO (Disseminate only pursuant to Rule 6(e)) 


Description of Property: Date Entered 
1B 37 


1B37 2 BROWN ENVELOPES CONTAINING COMPUTERIZED LISTING OF 
INDIVIDUALS CLAIMING $50000 US OR MORE AGAINST BCCI OVERSEAS 


Barcode: B0433329 Location: ECR1 U201 SB 12/01/1992 
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Nake 
Aecelin | 


| Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD 
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Inventory of Bulky Nonevidentiary Property ° 
FD-192a (1-5-89) 
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Title and Character of Case me fi 
~ FILE NO. ¢>) O48. WwE- IHG 
Me \C - Cog S: % ¥ ea L. nae 
tdder fee Coe che Se rer eee 


Date Acquired 


[] Yes JDNo Grand Jury Material - Disseminate Only Pursuant to Rule 6(e), Federal Rules 


of Criminal Procedure 


[] Yes "No Property To Be Forfeited To The U.S. Government 


Description of Property (Be Specific) 


(ol S OGres vs 
Me. 


tiaocden 9 


KbwE(F ed 
For Administrative Use: BLOCKSTAMP 


Location of Property: 


Control Number: 


(File Copy) 
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14:10:35 FD-192 _ Page 2 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
VOLUNTEERED 
10/01/1998 


b7C 


Description of Property: Date Entered 
1D 1 


TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 


Barcode: B1505679 Location: ELSUR 1 S147 10/06/1998 
e (aed 
Case Number: 29B-WF-171994 MOD b6 


Owning Office: WASHINGTON FIELD b7c 
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14:10:23 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
VOLUNTEERED 
10/01/1998 


Anticipated Disposition: Acquired By: Case Agent: - 
| | b7C 


Description of Property: Date Entered 
1D 2 


TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 


Barcode: E1505680 Location: ELSUR 1 $147 10/06/1998 
yee 
Case Number: 29B-WF-171994 MOD 
Owning Office: WASHINGTON FIELD ~ 
b7c 


10/06/98 ® @ ICMIPRO1 


14:10:37 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 


10/01/1997 


Anticipated Disposition; 


b6 
b7c 
Description of Property: ate Bntered 7D 

1D 3 

TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 

Barcode: E1507560 Location: ELSUR 2 NFICAB48A DRAWER 1 10/06/1998 

Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD DY b-wWE-1 7/994 a 

b7c 
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13:10:47 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
UNITED STATES CUSTOMS SERVICE (USCS) 
10/01/1998 


Anticipated Disposition: 


b6é 
b7c 
Description of Property: Date Entered 

1D 4 

TAPE RECORDING RECEIVED FROM USCS IN 1989 

Barcode: E1486389 Location: ELSUR 1 S147 10/07/1998 
bé6é 
b7C 
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Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD 
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Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
UNITED STATES CUSTOMS SERVICE (USCS) 


10/01/1998 


b7C 


Description of Property: Date Entered 
1D 5 


TAPE RECORDING RECEIVED FROM USCS IN 1989 


Barcode: F1486388 Location: ELSUR 1 S147 10/07/1998 
b6 
b7C 
Case ‘Number: 29B-WF-171994 
f “We 
Owning Office: WASHINGTON FIELD UB we- (F199 


IDE 
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13:10:00 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
UNITED STATES CUSTOMS SERVICE (USCS) 
10/01/1998 


Anticipated Disposition: Acquired By: Case Agent: 
b6 


Description of Property: Date Entered 
1D 6 


TAPE RECORDING RECEIVED FROM USCS IN 1989 


Barcode: E1486387 Location: ELSUR 1 S147 10/07/1998 


b6 
b7Cc 


Case Number: 29B-WF-171994 | 29 hws [715Sd 


Owning Office: WASHINGTON FIELD 
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13:10:50 FD-192 Page 1 
Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
USCS 
10/01/1998 


Anticipated Disposition: i : : ie 
b7C 


Description of Property: Date Entered 
1D 7 


TAPE RECORDING RECEIVED FROM US CUSTOMS SERVICE 


Barcode: F1278956 Location: ELSUR 1 $147 10/07/1998 


b6 
b7c 


Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD 49 -wE- IHS 


hg 
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14:10:32 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
USCS 


10/01/1998 


Anticipated Disposition; 


b6 
b7Cc 


Description of Property: ace Entered 
1D 8 


TAPE RECORDING RECEIVED FROM US CUSTOMS SERVICE 


Barcode: F1278957 Location: ELSUR 1 $147 10/07/1998 


b6 
b7c 


Case Number: 29B-WF-171994 


Owning Office: WASHINGTON FIELD DS & -we- CF SU] 


IDs 


10/09/98 @ © ICMIPROL 


13:10:26 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 


VOLUNTEERED 
10/01/1998 
Anticipated Disposition; i 
b7C 
Description of Property: Date Entered 
1D 121 
TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 
Barcode: E1501714 Location: ELSUR 1 $147 10/09/1998 
b6 
AIA-WF-[T(949 ont b7C 
Case Number: 29B-WF-171994 S/47 


Owning Office: WASHINGTON FIELD 


132 4 
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13:10:26 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
VOLUNTEERED 
10/01/1998 


RAEI c acca: Miecont rion nes ee a = a a 
b7C 


Description of Property: Date Entered 
1D 12 


TAPE RECORDING RECEIVED FROM U.S.CUSTOMS SERVICE‘ 


Barcode: E1501715 Location: ELSUR 1 8147 10/09/1998 
2IO-WE+ ITI IPH RY la bé 
Case Number: 29B-WF-171994 S/AT Hye 


Owning Office: WASHINGTON FIELD 


13250 


10/10/98 @ : ICMIPRO1 


08:10:20 FD-192 Page 1 
Title and Character of Case: 

HIDDEN INTERESTS 
Date Property Acquired: Source from which Property Acquired: 


VOLUNTEERED TAPE -USCS 
10/01/1998 


Anticipated Disposition: d : ce . 
b7C 


Description of Property: Date Entered 
1D 13 


TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 


Barcode: E1443477 Location: ELSUR 1 $147 10/10/1998 


| “oe 
Case Number: 29B-WF-171994 
Owning Office: WASHINGTON FIELD \D |3 O-(0-9 x 


b7C 


132501 6 
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08:10:12 FD-192 Page 1 


Title and Character of Case: 


HIDDEN INTERESTS 


Date Property Acquired: Source from which Property Acquired: 
VOLUNTEERED TAPE-USCS 


10/01/1998 
Fd ee ae IMD AoA ee 
Anticipated Disposition: 7 Se 
b7C 
Description of Property: Date Entered 
1D 14 


TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 


Barcode: E1443478 Location: ELSUR 1 $147 10/10/1998 


GO WE- 19155 
Case Number: 29B-WF~-171994 
Owning Office: WASHINGTON FIELD (O14 [O-lO-Sx 


b7C 


10/10/98 @ @ ICMIPRO1 


08:10:22 FD-192 Page 1 
Title and Character of Case: 

HIDDEN INTERESTS 
Date Property Acquired: Source from which Property Acquired: 


VOLUNTEERED TAPE - USCS 
10/01/1998 


Anticipated Disposition: i : - i. 
b7C 


Description of Property: Date Entered 
1D 15 


TAPE RECORDING RECEIVED FROM U.S. CUSTOMS SERVICE 


Barcode: E1443479 Location: ELSUR 1 $147 10/10/1998 


Case Number: 29B-WF~171994 
Owning Office: WASHINGTON FIELD )D) 5 }0 -[0- 7 g 
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Who Controls 
First American 


Bankshares? 


After 9 Yeas, Questions 
Linger on Foreign Ties 


By Tin MoGee 


Washington Post Staff Writer 


Ever since the Federal Reserve Board 
approved the takeover of First American 
Bankshares by foreign investors nine 
years ago, there has been talk in the 
banking world that the Washington-based 
company had fallen under the control of 
an aggressive and: high-flying Persian 
Gulf bank, the Bank of Credit and Com- 
merce International (BCC), 

Over the last decade, First American 
has expanded dramatically, growing to 
183 branches in the Washington area 
alone. A hallmark of its growth was a 
catchy advertising campaign, including 
“First American Stories’—homey tales 
about immigrant families that end with 
the bank’s distinctive red logo and a voice 
pronouncing, “We’re First American, 
The bank for all Americans.” 

Then in 1988, First American’s name 
came up unexpectedly in a criminal case in 


money through a account at. First Amer: 
ican. First American, officials.gaid ie. bank; 
had. no knowledge jof* ‘theta 


charges were filed’ faainetst A mericai 


wr fe 


Tampa. Evidence showed that BCCI ex- Rt 
ecutives had helped Panamanian leader 
Manuel Antonio, Noriega. launder, drug’ ~ 


(Mount Clipping in Space Below) 


~The Federal Reserve, which has prima- 
* ‘ry responsibility for regulating the owner- 
ship of bank holding companies, reacted by 
; .trying to find out about the relationship 
* between BCC] and First American, Just as 
tit did when it approved the takeover, in 
1981, But the i inquiry ended with the same 
result as the previous one: The board not- 
ed, for the ‘recoxd, that it had allowed new 
investors from Kuwait, Saudi Arabia and 
the United Arab Emirates to acquire the 
company’ only after being promised “that 
\BCCI would not be involved i in the man- 
jagement.” 
But documents and interviews in New 
York, London and Washington suggest 
that BCCI and First American have had 
van extensive, long-term relationship that 
jappears contrary to what regulators say 
'they understood it would be. - gy 
For example, BCCI’s president: partic-* 
ipated in the hiring of three First Amer- ' 
jican executives, BCCI executives helped 
negotiate two important First American 
jacquisitions, BCCI helped finance First 
iAmerican’s impressive expansion as it 
grew to: the the nation’s 51st largest bank 
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THE WASHINGTON Post 


gha Hasan Abedi, a hard-driving banker from Pakistan, founded BCCI, 
one of the world’s largest private banks, in 1972. Regulators’ interest in the relationship 
between BCCI and First American has been rekindled in recent months. 
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8CCI BROCHURE 


Vv 1325015-000-4835 


THE Wasniye, 20% Post 


1 ae 


Caan M. Clifford, the towering figure in Washington legal and political circles who has been 
~~ First American’s chairman since 1981, declares that “there has been no participation, 
directly or indirectly,” by the Persian Gulf bank BCCI in First American’s business. 
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A28 Sunpay, Venruary 3, 1991 


ce er 


The Bank of Credit and 
Commerce International 
(BCCI) is founded by Agha 
Hasan Abedi, a banker from 
Pakistan, backed by money 
from the ruling family of the 
United Arab Emirates. 


AGTT ee. 


BCCI helps organize a hostile 
takeover attempt of Financial 
General, acting on behalf of 
four longtime clients from the 
Middle Ea t; other participants 
in the takeover effort include 
ce, former director of 


Taso neips Saudt— 


financier Ghaith R. Pharaon, a 
longtime client, acquire the 
National Bank of Georgia from 
Lance. 


Ghaith R. Pharaon, far right, 


and Bert Lance at a news bs 


conference in Atlanta in 1977 


@ @ 


FIRST AMERICAN, from Al 


holding company, with eight subsidiaries in six 
states and, he District. On a regulaybasis, First 
American’Chairman Clark M. Clifford ‘ 


ecutives. a 
Whether the particulars of BCCI’s role add up 

to an improper “controlling influence” over First 
American—as defined by federal lav—is a de- 
termination that the Federal Reserve could 
make only after a formal inquiry. In the cautious, 
button-down realm of American banking regu- 
lation, any hidden influence is cause for possible 
action. The influence does not have to extend to 
all operations. “This is not a technicality,” said 
Virgil Mattingly, the board’s general counsel. 

If the Federal Reserve were to conclude that 
BCCI had exercised a controlling influence over 
First American, it could take a range of actions, 
including the extreme measure of forcing share- 
holders to sell the $11 billion holding company 

| and its subsidiaries in Virginia, Maryland, the. 

District, New York, Tennessee, Georgia and_ 

¢, Florida—a. type; of sanction, that the board’ has” 
invokedonly rarely'ih its historyscer oth 

The board’s interest in the relationship be- 
tween the two banks has been rekindled in ré- 
cent months, in part because the Manhattan dis- 

York bank owned by trict attorney’s office has opened its own inves- 
Financial General tigation. A bank regulator questioned in the : 
Bankshares, a holding ' , Manhattan inquiry said prosecutors are probing 
company based in whether New York State banking officials—who ‘| 
Washington, D.C. also approved the takeover of First American in 
a separate proceeding in 1981—-were misled 4 
into believing that BCCI would have no influence ‘] 
over First American’s operation. Ea 
The Federal Reserve, which relied on those | 
same commitments in-approving the takeover, is 
closely monitoring the New York investigation, 
“We have been in communication with the dis- 
| trict attorney in New York and we have provided 
certain information,” Mattingly said, : 
Whatever the outcome, investigators must | 
wrestle at some point with the unequivocal state- , 
ments of Clifford, a towering figure in Washing- | 


BCCI, seeking a 
presence in U.S. 
banking, tries and fails 
to acquire a small New 


1 


ton’s legal and political circles who has served as 
First American’s chairman since the 1981-take- 
over. His law firm, Clifford & Warnke, has done ; 
millions of dollars in legal work for both-BGCI } 
and First American. ; 4 

Clifford declared that BCCI has not exercised 
any control over First American, now or in thé 
‘past. “There has been no participation, directly 
or indirectly, by BCCI,” Clifford said during more 
than 15 hours of interviews with The Washing- 
ton Post over several months. 

From the outset, he said, First American’s 
shareholders made clear to the, Fed that they 
intended to use BCCI as their investment advis- 
er. To comply with the shareholders’ wishes, : 
Clifford said he has periodically briefed BCCI’s | 
top executives about First American’s perform- . 
ance and strategic planning. 


| , 1325015-000-483 4 


1978: 


The Securities and Exchange Commission files civil charges 
against BCC! and the other members in the takeover group, 
accusing them of failing to make 
the proper disclosures required by 
law. BCCI hires former secretary of 
defense Clark M. Clifford to 

defend it. Some Financial General 
shareholders file a lawsuit to stop 
the takeover. The SEC charges are 
settled and the lawsuit is dropped 
when the takeover group agrees to 
make a public tender offer for the 
outstanding shares. The Financial 
Times of London, reporting on an 
interview with the BCC! president, 
says Abedi asserts he is “not sure 
yet who will make the offer, but whoever makes it and if it 
succeeds, BCCI will probably manage Financial General.” 
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ree ad Te bean 
" Mitathtsla! pe ay f " 


Financial General's shareholders agrée.to sell. Clifford attends.a: - 
celebratory lunch in London with Abedi and the new controlling 
shareholder of Financial General, Sheik Kamal Adham, the former 
chief of Saudi intelligence. At the lunch, Adham asks Clifford to 
run the holding company, according to Clifford, and promises him 
“total authority.” Adham and the other investors seek Federal 
Reserve Board approval of their takeover of Financial General. 


Federal regulators and their counterparts in the states where 
Financial General has subsidiaries hold up approval of the 
takeover while they . 
try to find out more pt oe 
about the relationship 
between BCCI and 
the new company, to 
be named First 
American Bank- 
shares. At a special 
hearing, Clifford and 
Adham assure the 
regulators that BCCI 
will have no 
involvement in the : 
management of the holding company. The takeover is approved; 
Clifford becomes chairman: 


i 
‘i 


SEE ee: 


é 


He described this as a limited, arms-length 
relationship that conforms to the formal assur- 
ances he gave the Federal Reserve at a special 
hearing in April 1981. Clifford appeared as both 
lawyer for the shareholders and as prospective 
chairman of the new holding company. “The rep- | 
resentation we made was that BCCI would not | 
manage or control First American,” Clifford said. 
“At no time did we say that we would not have | 
some contact with” BCCI. 

He seemed mystified that questions keep 
cropping up about the relationship between 
BCCI and First American; he rejected the pos- 
sibility that BCCI executives may have influ- 
enced First American without his knowledge. 
But he remained unshaken in his view that the 
facts will show that he—not BCCI]—has been in 
charge of First American for the past nine years. 

“I value the reputation I have for honesty and 
character,” he said, offering to testify under oath 
that BCCI has never influenced his running of 
First American. “I have not dissembled in any 
way. Others, who are enemies of BCCI, who per- | 
haps do not wish First American well, have at- 
tempted to assemble circumstantial evidence to 
disprove what I have told you.” 


Figuring Out BCCI 


It was not the prospect of First American be- 
ing controlled by a foreign bank that worried 
U.S. banking regulators in 1981; it was control 
by this particular foreign bank. . 

To begin with, the regulators never felt com- 
fortable that they understoo# BCCL It was char- 
tered in Luxembourg, headquartered_in London 
and operated through a complex corporate struc- 
ture that included subsidiaries all over the world, 


1325015-000-4838 


1983 ee 


First American decides to expand its New York operations by 
buying two Manhattan branches from Bankers Trust Co. for $3 
million; it creates an international banking operation in Manhattan 
funded by a $100 million infusion of capital. 


W9BG a i ee 
First American agrees to purchase the National Bank of Georgia 
from a corporation controlled by Pharaon, once BCCI’s largest 
shareholder. 


Te Lene “a , : at eS eo 


BCCI is indicted on charges of helping Panamanian leader Manuel 
Antonio Noriega launder drug money through various U.S. banks, 
including First American. BCCI pleads guilty to the charges and 
pays a $14 million fine; no charges are filed against First 
American, which says it had no knowledge of the transactions. 


Because of the BCCI prosecution, 


the Federal Regerve holds up First 
American's application to acquire 
the £ scambia in 
Pensacola, Fla. After conducting a 
’ spec inquiry into the relationship 
of the two banks and finding no 
evidence of BCCI exerting any 
improper influence over First 


American, the Federal Reserve 
approves the application. 


publish articles that note the extent to which BCCI and First 
American have shareholders in common. Clifford and First 
American President Robert A. Altman reiterate their long-standing 
position that BCCI has no influence over First American. During 
extensive interviews with Washington Post reporters, Clifford and 
Altman say that BCCI serves only as a “communications link” with 
First American’s foreign investors. 


1325015-000-485 


: !’ Founded in”1972 byYAgha Hasan Abedi, a 
au) hard-drivigte banker| from Pakistan {who fad fi- 


; 
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‘including such offshore banking havens as the 
Cayman Islands and the Bahamas. Its investors 


came primarily from the Persian Gulf states,of 
. |Abu Dahbi, Sausli Arabia.and Kuwait. A . 


nancial backing from the ruling family of the 
United Arab Emirates, BCCI skyrocketed quick- 
ly into the ranks of the world’s largest private 
banks. Until recent losses forced some cutbacks, 
it boasted of $20 billion in assets and 400 offices 
in 73 nations. 

Unlike most large financial institutions, how- 
ever, BCCI’s far-flung network of banks was not 
regulated on a consolidated basis by any central 
bank, which meant its deposits were not guar- 
anteed by a government. And that’s what con- 
cerned U.S. regulators. 

Then, too, there was BCCI’s tarnished record 
when it came to First American. In 1977, BCCI 
helped organize a hostile takeover bid for First 
American’s predecessor, Financial General 
Bankshares. A federal judge later ruled that he 
was persuaded that BCCI had intended, by buy- 
ing shares for several clients and its own share- 
holders, to exert “influence on the management”... 
of Financial General. 

The Securities and Exchange Commission also 
accused BCCI and others of secretly acting as a 
group without disclosing their intentions, buying 
stock privately and thus depriving others of im- 
portant knowledge that might affect the value of 
their stock. Admitting no wrongdoing, the ac- 
cused group settled the suit by agreeing to make 
an open offer for the outstanding shares of Fi- 
nancial General. 

The takeover succeeded; Financial General’s. 
principal stockholders agreed to sell. 

But when the new shareholders’ application to 
acquire Financial General arrived at the Federal 
Reserve’s stately offices in October 1980, it 
raised eyebrows among banking regulators in 
Washington and in those states where Financial 
General had subsidiaries. ’ 

“{ could not for the life of me figure out what 
the relationship was between BCCI and their 
investors and {First American’s Virginia subsid- 
iary],” said Sidney Bailey, Virginia’s commission- 
er of financial institutions. New York banking. 
regulators feared that “the Arab investors might 
have been acting for BCCI,” said Geofredo Ro- 
driquez, a New York regulator. . 

For years, BCCI had coveted a presence in the 
United States, specifically in New York, money- 
center for international transactions. In the mid-° 
1970s, BCCI had tried and failed to acquire a 
New York bank. Without an American subsid- 
iary, BCCI could only open representative of- 
fices, which are restricted in the kinds of trans- 
actions they can handle. ; 


! he said, he had turned to BCCI in 1977 to decide 


6 


Sorting this out fell to the Fed, which has had 
primary jurisdiction over bank holding companies 
since the 1930s, in the days when most banks 
were small, local institutions. Generally, the board ' 
reviews and approves applications without hear- 
ings; the board’s investigative capabilities are 
small compared to the more enforcement-oriented 
Comptroller of the Currency. “There is a certain 
degree of accepting facts at face value,” said Don- 
ald E. Kline, the Federal Reserve’s associate di- 
rector of supervision and regulation. Sopot 

To clear the air, the board’s professional statf 
decided to convene a special hearing so that reg- 
ulators from different agencies could question 
Clifford, Altman and the new investors. “We 
wanted to establish that BCCI was not going to 
be acquiring a controlling interest in First Amer- 
ican,” Kline said. 


‘Passive Investors’ 


Tt was a large group that gathered on April 23, 

1981, for an “informal private hearing” in Room 
B 1215 at the Federal Reserve’s headquarters at 
20th and Constitution NW. Sixteen regulators, 
including four state banking regulators, listened 
as Clifford introduced the four prospective new 
owners of the holding company. 
Figst was the lead investor, Sheik Kamal | 
Adam, former head of the Saudi Arabiah inte 
igenee service, Ele was followed by.Faisal Saud_ 
: : i afrman_of aKuwait_Air- 
Ways, A fil, a Sand? Arabi 
estate investor, and Saye 
bian businessman. ; 

They took turns in describing their ambitions 
for the company, which they planned to cail First 
American Bankshares to correspond to names of 
its subsidiaries. The bank would continue to be 
“an American company,” they stressed. 

Adham said they Would be “passive investors.” 
The “ultimate management of the company,” he 
said, would be left to Clifford and a board of di- 


| rectors with several distinguished Americans, in- 
cluding former senator Stuart Symington (now 


Lh 


deceased) and‘Elwood:R. QueSada, a retired Air 
Force lieutenant general, 7 


Adham bristled at the suggestion that he was © 
acting as a front for BCCI. “We don’t need any- 
body to use us, to be a cover for them,” he de- * 
clared. “We are doing it for ourselves.” 

He said BCCI was his banker and that he often - 
relied on it for investment advice. For example, 


whether to buy shares in Financial General dur- 


| ing the earlier hostile takeover. 


But some regulators still weren’t satisfied. — 
Near the end of the day-long hearing, Lloyd W. - 


Bostian Jr. of the Federal Reserve’s Richmond 

' office, asked: “What precisely is their [BCCI] °- 
’ function, if any, in this proposal at the present ~ 
{ time?” 
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Clifford stepped in, “None,” he said. “There is - 
no function of any kind on the part of BCCI... .1 ° 


know of no present relationship. I know of no 
planned future relationship that exists,” ’ 


Given such categorial assertions, the -board.- 


had no reason to probe further. As the hearing 


 concluded=the-Federal-Reserve’s deputy general. - 


counsel, Robert Mannion, summarized his under- 
standing: “It is represented in the application 
that BCCI is no longer involved in this particular 
proposal, although BCCI may continue to offer 
advice to individual investors.” 

On August 25, 1982, the Federal Reserve ap- 
proved the takeover. The Comptroller of the 
Currency also signed off, providing its own ver- 
sion of the relationship. “It has now been repre- 


| sented to us that BCCI will have no involvement 


with the management and other affairs, nor will 
BCCI be involved in the financing arrange- 


ments,” wrote Comptroller official C.F. Mucken-.° 


fuss at the time. 

New York state regulators insisted on holding 
their own hearing. According to Rodriguez, they 
would have rejected the application but for as- 


surances that BCCI was, as he put it, “out of the : 


picture.” 


Briefings in London 


Whatever BCCI’s relationship to First Amer- 
ican, it was not out of the picture, according to 


information gathered from interviews and doc- ° 


uments, 


After the takeover, Clifford and Altman flew ° 


periodically to London for meetings with Abedi, 


BCCI’s president. Occasionally, Adham sat in, . 


too. “This relationship developed naturally,” Clif- 
ford said, “but an effort has been made to make it 
appear sinister.” 

Clifford and Abedi knew each other well. They 
first met during the 1978 takeover fight, when 


BCCI had hired Clifford and his firm to represent - 
it. For several years during the takeover battle, 


Clifford flew to London regularly to discuss BCCI 


legal business and the takeover plans. “Some- | 


times we were going over once a month,” he 
said, 

The two men—Clifford, the venerable Wash- 
ington lawyer, and Abedi, the cultured Pakistani 


banker—could not-have céme from more differ- : 


ent backgrounds. 


: 


e 


Clifford, then in his late 70s, was a tall, courtly | 


man whose features seemed chiseled in granite. 
He had built a career around ‘public service and 
the law, serving as a top adviser to President 
Harry Truman and as secretary of defense in 
President Lyndon Johnson's Cabinet. After years 
of representing corporations, he decided in the 


| 


\ 


twilight of his career that he wanted to run one, - 


When Adham asked him to take on the chairman- 
ship during a meeting with Abedi, he jumped at 
the chance. Now 84, he retains the energy and 
persuasiveness of lawyers half his age. 

Abedi, by contrast, was a survivor. He liad lost, ; 
one bank in Pakistan to nationalization, then 
turned right around and created BCCI. His busi- 
ness instincts told him that BCCI had a ready- 
made market in the Third World, where credit 


i 
i 


was often scarce and many Western banks were _ 
’ reluctant to lend. (Abedi, 69, is now ill and de: 


clined through a spokesman to be interviewed 
for this article. In October, he resigned as BCCI 
| president.) 7 

Both men relied upon proteges. Clifford left 
day-to-day operations of First American to Alt- 


man, his partner at lifford & Warnke. Abedi . 


relied on Swaleh NaGvi, his second-in-command., , 
“Naqvi sat in a J6t with Abedi,” Clifford said. 
“Abedi was the dreamer, the conceptualist, and. 


Naqvi was the numbers man.” 
By 1982, according to Clifford, he was trav- 


‘eling to London “four or five times a year.” Clif- 


i" ford said that he and Altman briefed BCCI ex- 
’ecutives on First American’s recent perform-. 


‘ance, its budgets and any major plans for expan- 


! 


sion. “We kept our investors informed through 


_ ‘Abedi,” Clifford said. 


Once or twice a year, Abedi visited New York, 


i where BCCI had a representative office. On 


those occasions, Clifford or Altman traveled to 


"Manhattan and met Abedi at his preferred hotel, 


the Helmsley Palace. 

Adham said BCCI is “in the middle to convey 
suggestions from Washington to the owners who 
are in the gulf.” Then, he said, “We ask him 
‘[Abedi], ‘What’s your opinion?’ . . 
_ itis a good move, people in the gulf listen to him.” 

Bank regulators such as Bailey said they were 
surprised to learn of these extensive discussions 
involving BCCI and Abedi. “I received positive, 
absolute assurances that there would be no such | 
relationship with BCCI,” Bailey said. 


. When he says | 


we 
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York, where BCCI had always wanted a presence 


i 


' Richter, =. “4, 
— In the “rg 1983, Richter said in an inter- ¢: 


_ met three times with Abedi, once in New York 


| 


Advice From Abedi_ 


ge } 
Abedi’s.pfesence was most visibly felt in New . 


‘of its own. v played a major role in the hiring of 
Bruno Bric er as chief executive officer of First, 
Ameritap’s New York subsidiary, according to 


, he was*working at the Bank of America 7 
s‘approached by, j 

‘Kha At first, Richter said, he thought 
they were looking him over for a BCCI job. He . 


and then twice in London; at the second meeting, - 
he said, Abedi “asked me if I want to consider 
joining First American.” 
At the end of their third meeting, Abedi told . 
him, “We want you to meet with Clifford and Alt- 
man in Washington,” according to Richter. 
- Clifford and Altman then offered him the job. 
Upon taking over, Richter said, he discovered 
that’ BCCI had considerable input over cen 
management decisions, especially the hiritig of 
key personnel. On Abedi’s recommendation, he 


hired a former BCCI loyee, Aijaz “Afridi, as- 

his Moti sedate. Rich ar said he 
wanted to attract as much eee, as he could 
from BCCI’s subsidiaries and asked Abedi to 
“send me one of your people.” 

At Altman’s request, Richter said, he sent an- 
other top choice, David Palmer, to London to 
meet Abedi. “They were checking out my re- 
sume,” Palmer said of his visit to BCCI headquar- 
ters. He said he was offered a job on his return to 
New York. : 

Kline, the Federal Reserve official, said he did 
hot understand why-BCCI would participate in 

' the hiring of key personnel: “I don’t see there 
' would be any role of BCCI in selecting the man- 


| agers of individual subSidiaries.’9... 2 
ele er 
tevéns, Yt 


i ecutive ice fox senen Veus said that 
he met Abedi ef Clifford’s law office when he was 
\ being.interviewed for the top management po- 
| sition. Stevens said Clifford told him Abedi was 
1 “an adviser to the investors and he would there- 
' fore have an interest in who they were hiring as 
president.” 

Clifford said, “I thought it would be appropri- 
dte if Abedi met Stevens” so the BCCI president 
could “see the kind of man we were bringing in 
to be CEO of the holding company.” But he 
added: “Mr, Abedi did not screen Mr. Stevens.” 

* Stevens said he had little contact with Abedi 
or BCCI during his time at First American. 
“There certainly wasn’t any relationship with 
BCCI at my level,” Stevens said. “Whether there 
was a relationship at BCCI and Clifford’s level, I 
don’t know.” 


| holding company. 


| to méan that BCCI was “not going to loan to ahy-.; 


, Asking For Money 
} 


_ In determining whether a bank has a “control- 
ling influence” over another bank, the Federal Re- 
serve also looks for signs of involvement'in how a 
bank raises and spends capital. In this area, too, 
there seems to be a difference between what hap- 
pened and what regulators expected. 

Adham said in an interview, that he borrowed 
money from BCCI for some of the capital to buy 
shares in First American’s parent holding compa- 
hy, Credit and Commerce American Holdings NV 
eras The shares themselves secured the BCCI 
oans, 

Clifford said he was unaware that any of the | 
money was borrowed from BCCI. “I do not know 
what the financial relationship: was with the share- 
holders and BCCI. We were never told that.” 

' There were six infusions of new capital over 


seven years: $12 million; $89 million; $45 smil-? 
' lion; $190 million; $15 million and $50. million: -. 

Clifford said the money typically artived ,from’. 

the, shareholders’ accounts at BCCI and ;:that': 

First American then issued new shares, sending’ |. 
_ them directly to the shareholders or to BCCI for 
| distribution. (CCAH also borrowed $20 million. 
from a BCCI subsidiary, records show; éat-. 
marked for “growth and expansion.” Altmah-said . 
it was a routine loan of money used as working - 
capital for First Ameri¢an.). 7"): > sya absent 

The takeover application seemed to rule" ou” 
this kind of role for BCCI, saying:“Neither is'if'a 
lender, nor will it be, with respect to thé.dcqbis 
sition by any of the investors.of*. shares itithe, 


Kline of the Federal Reserve said: phaeis a, 
very ‘clear-cut statement,” which he interpreted’ 


one to buy the shares,” Altman disagreed, saying.’ 
that statement was limited to the purchase, of 


4 


shares during the takeover itself. . vam 
Clifford described how’ thé -capital, infusions” 


took’place: “On those rare: instatices .whieht we ,| 
had: td ‘go. to. [the investors] for. nioney, ete re 
gia 


make the case and, each time, we got the 


port of Kamal Adham and of Abedi.” acres 
But, Clifford stressed,-this did not mean Abedi’: 
or BCCI had any control over the money, “We. 
vmake.ail.the.decisions;” he reiterated. ity, 
+ Quesada, who retired from CCAH’s board last% 
‘year; had a different perception. “They: (Clifford) 
‘and Altman] would go to BCCI Wwith,the capital: 
ization amourit and make sure they wanted ‘to.in« 
“vest,” he said, “Sed, they were the.oWwners’oftthe. 
bank, so naturally we would have to go'to" théni, 
for consent on matters of majéf magnitude, Just; 
ike an American company.” ie 


é 
Fi 


p 
‘ 
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Quesada, during thtee interviews last fall, said~ 
‘he always understood that BCCI had “a control- ' 
ling influence of First American Bank in Wash" 
ington.” According to Quesada, who served .on : 
the board until last year, BCCI had the 4 


to give consent to First American’s plans, includ- 
ing expenditures. “Or withhold it,’ Quesada said 
i “They had that option.” ' 

Clifford said Quesada’s (perception was wrong 
ee don’t know how in the ‘world he ever got that | 
idea.” ani 

Yesterday, Quesada called The Post ice 
ing with Altmait, "and said that he had eftth 
wrong impression during the interviews. “If‘l 
said what you said T have, and I may haves then I. I, 
misinformed you.” tana NG Ee 

BCCI, for its part, has given two cebores ta ; 
a statement to The Post in September, BCCI" 

said it “does not own any shares.of First'Amer= |} 
ican, nor does it control, or mariage F First Amer= | 
ican in any way.” Asked last week for any addi: + 
tional comment, a BCCI attorney responded yés= 
terday: “At the direction of BCCI’s:new-mianage-. | 
ent, a review of BCCI’s relationship ‘with »a : 
umber of financial institutions is underway. 
BCCI is therefore unable to cominerit on itlies| 

matter at this time.” ae ee 


Expanding in New York 


Manhattan, It had no establishect branches in 
New York City to serve its customers. 

The official retord. eco shows that Jirst American 
bought two brancheSrem Bankérs Trust Co, in 
1983. According to Bankers @rust officials whg 
handled the sale, however, the initial negotiatigfis 
were conducted primarily by _BCCI’s Khast ULOAt 


ley. 


sale. Throughout negotiations that spanned, sev- |: 
eral months, Bankers Trust officials said, they 
thought they were dealing with BCCI, acting on |. 


An initial offer—submitted May 5 in the name 
of First 


erican—was rejected as too low. 
| t offici 


ons, reported to Kesselman that Elfey <j 
claimed he could not bid any higher without con- 
sulting BCCI officials in London, 

Several days later, Elley and_Aboli Hei, a 


I mergers and acquisitions specialiét, met 


. bers and his advisers did his homework, so to-*} 
speak, I went up to the BCCI office and we sat 
down and talked. about: the whole thing,” Perri 
said. “... [remember we wrote on a yellow padlf a 


x, 1 Bee. 


Soon after the takeover was complete, First ‘|. ~ 
American turned its attention to building up,its |. 
New York subsidiary, which at the time’was |" 
headquartered in an office at 350 Park Ave. in |" 


we 


ra 


On March 25, 1983, Elley approached Banke: | i 
ers Trust about buying several branches then for |’: 


ce 


behalf of a subsidiary. “We understood that he » lee 


[Elley] was representing the parent’ well as |: 
First American,” said_Th ate 
mer chief financial officer at Bankérs Trust. ‘ 


again with Perry. “After he [Elley] saw the num- | 


some basic principles we agreed upon and initialed 
it.” 

The formal $3 million bid for the branches 
came later from Altman, on First American sta- 
tionery. Altman said Elley was acting at his di- 
rection, not BCCI’s. Altman said he “may have” 
first learned of the Bankers Trust branches from 
Abedi, who possibly told him “BCCI has looked at 
this and you may be interested in it.” 

But Altman added, “That’s about, as far ey ie 
went, He [Abedi] never tolc iat ¥ 4 
, Two weeks after the ot Reece ated 
senior vice president at Pip Aaerican, He dis. 
puted Perry’s account, sdying Perry did not un- 
derstand the arran yan he had with First 
American. “There was a period of transition in 


jwhich [ assisted First American with the acqui- 


sition of those branches, while I was still at | 
BCCI, but I had taken the decision to leave 
BCCI,” Elley said. “... I can’t recall the exact: 
sequence of events.” 

Clifford, who said he made the decision to pur- 
sue and buy the Bankers Trust branches, said he , 
was puzzled by Perry’s and Kesselman’s account. | 
“The-fact-is-that-these people, WIid Havé iio mo- 
tive not to be truthful, recall that BCCI was be- 
hind the whole deal,” Clifford said. “Does that 
mean that BCCI was necessarily controlling First 
American? I don’t think that logically follows.” 
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R.Pharaon, He had once been BCCI’s largest 


@ 


The Bankers Trust purchase was completed , 


just about the time that Richter was hired to 
head the New York operation. His chief priority 
was to build an international banking operation. 
Richter said Abedi was an “adviser to First 


American” in this area. He said Abedi asked him |; 


how much new capital he would need. “I said I 
wanted $100 million,” Richter said. Within a 


year, he said, $100 million arrived —$89 million |: 
in new capital, the rest from the sale of another |i 


First American asset. 


Clifford disputed Richter’s characterization of |, 
Abedi’s role. He said that First American was } 


mnerely trying to cultivate BCCI as a client be- 
cause BCCI could channel forgign banking busi- 
ness into First American. He'said he?first dis- 
cussed the capitalization with Adham, who came 


up with the figure of $100 million. “I think, again, | 


there is a misperception,” Clifford said. 

The Bankers Trust acquisition demonstrates a 
gap in the regulatory system: To acquire the two 
Bankers Trust branches, First American had to 
file applications with the New York State Bank- 
ing Department and the FDIC—but not with the 
Federal Reserve Board. 


Those applications summarized the Bankers | 


Trust negotiations, noted the capitalization and 
mentioned plans to dévelop a “substantial inter- 
national banking business.” BCCI is: not men- 
tioned. on the applications, 


Kline, the Federal Reserve associate director, 


said he does not think the 1981 representations 
about BCCI allow for contacts between BCCI and, 
First American subsidiaries. “Certainly not in 
terms of influencing the policies or operation of a 
subsidiary,” he said. 


A Takeover in Georgia 


— 1987, four years after the Bankers#T rust 
deal, First American acauired the? Hata Hee 


uf Georgia (NBG). Here, too, BCCI was involved 
from begit ning to end: helping with the negoti- 
ations, arfanging for the financing and partici- 
pating at the closing. 


shareholder and continued to rely upon Abedi for 
financial advice. 

Clifford said the negotiations began with a 
conversation between himself and Abedi and 
were thereafter handled by Altman, “I dealt with 
Pharaon,” Altman said. “I dealt with Abedi....I 
talked to him [Abedi] on the telephone. I in- 
formed him of where we were on the deal, I ex- 
plained to him our bidding. Were we asking for 
approval to do it? We certainly were not.” 


Ads Stress History, 


Heritage and Heroes 


Sunpay, Fesruary 3, 1991 A2S 


‘Warm’ Campaign Accents U.S. Values 


n the television screen 
0 Vivian Taylor speaks from 

the heart of how her 
parents sacrificed to send her to 
college. “When people save 
money the way my parents did, 
it’s an expression of love,” she 
says. 

Taylor fades from the screen 
and next appears the distinctive 
trademark of ist American 
Bank, and with it the gentle, rich 
voice of a narrator. “We share 
your values and will help you 
save for college. We’re First 
American. The bank for all 
Americans.” 

Four years ago, the name 
First American Bank was lost in 
the din of a crowded 


marketplace, languishing behind * ‘ 


six or eight other local 


institutions for what marketing ~ 


experts call “top-of-the-mind” 
awareness, according to Bruce 
Genther, a First American 
spokesman. 

But after a clever television 
advertising campaign, beginning 
with a series of tongue-in-cheek 
historical skits that feature TV 
personality Willard Scott as 
George Washington and other 
American heroes, First 
American’s marketing studies 
show a much improved public 
awareness of the company. 

The ad campaign was 
designed to convey a “warm and 
fuzzy” feeling about First 
American, Genther said. Indeed, 
one videocassette tape from the 


‘were designed by the firm of 2" 


company’s ad agency has “Ist 
American warm and fuzzies” on 
the label. A set of commercials 
about immigrant families ends 
with this voice-over: “Nearly 
every family can trace its 

heritage to one bold ‘first 
American.’ We salute the spirit 

of first Americans who made this 
country their own,” 

That First American’s holding 
company is owned by investors 
from Saudi Arabia, Kuwait and | - 
the United Arab Emirates is an: . 
irony lost on most customers, = 
Genther said. “We're sensitive to: | 
the issue of being foreign-owned. 
We know that the marketplace 
knows that... we've never - 
shied away from that.” 

The television commercials es 


Goldberg, Marchesano, Kohlman: 
Inc. Carol Marchesano said the, : 
ads are designed to get 
consumers to come to know, like 
and trust First American. 
Subliminally, she said, the ads 
are intended to reach out to low- 
and middle-income depositors ; 
who might feel ignored by other .. 
advertising campaigns aimed at 
more affluent depositors. 

Marchesano said the patriotic 
theme flowed from the 
company’ 's corporate name. “The 
name,is First American,” she 
said, “So that is the most natural 
thing for us to promote—those 
things American, like the family « ¢ 
values, like apple pie and the 
American flag.” 


—Jim McGee .. 
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Altman said Abedi had two limited roles:.as a 
go-between who could persuade Pharaon to take 
First American’s offer over a competing offer and 
as a “communications link” with the First Amer- 
ican shareholders who were providing the $190 
million that First American needed to buy. NBG. 

But BCCI also acted on behalf of First American 
as pledge agent. This meant that BCCT held the 
NBG stock during an option period; and then, at 
closing, was allowed to use the purchase funds to 
satisfy Pharaon’s outstanding loans with BCCI. 

Clifford said there was nothing unusual in 
BCCI’s role. “It’s the most natural result that 
| one could expect,” he said, “BCCI was Pharaon’s 


bank,” and both sides were comfortable with 
BCCI serving as midwife to the transaction. 


The application for Federal Reserve approval 
of the NBG purchase does not mention BCCI and 
its various roles. If it had, “that would have trig- 
gered a red flag for us,” Mattingly said. 


New and Old Questions 


A red flag did go up in September 1988 when a 
federal agent in Miami caugh j 
on tape in the Noriega money- 

The executive, Amjad Aw4n,\was secretly rec- 
orded as he talked abou BCQY’s operations in 
the United States. Awan, who \was later con- 
victed of money-laundering and sé New to 12 


years in prison, began describing his\yiew of the 
relationship between BGC] and First 


merican’s 
shareholders from hig vantage point ahead of 


BCCI’s Latin American division. - 


| told the federgVagent. “But the truth of the mat- 
-ter .. . is tHfat the bank belongs to BCCI. Those 


“BCCI opie as adviser to them,” Awan ; 


guys [the First American investors} are just 


“flominee shareholders,” 

” Clifford dismissed Awan’s account, saying 
Awan had no way of knowing the facts. “I can see 
how this would grab you,” he said. “I can only say 
he is totally incorrect.” 

Altman said Awan and other mid-level BCCI 
officials mistakenly assumed that BCCI controls 
First American because the two banks have cer- 
tain investors in common. “I’ve heard that offi- 
cers of BCCI have made those statements, that 
they have this relationstiip to First American,” 
Altman said. “They don’t understand what the 
situation is,” 


After the money-laundering charges becamé 

public, Federal Reserve officials said, the board 
delayed a pending First American acquisition in 
Florida until a“special inquiry” was completed, 
__ On Feb. 16, 1989, the board signed off on the 
Florida acquisition, concluding that First Amer- 
ican had “adhered to their original commitments” 
in the 1981 hearing. “All we can do is say we 
fooked,” Mattingly said. 

Turmoil continues at BCCI. Last. year, it 
pleaded guilty in the money-laundering case and 
paid a $14 million fine. Several managers have 
gone to prison, scores have resigned or been 
fired. Recently, the bank announced the resig- 
nations of Abedi and Naqvi. : 

Meanwhile at First American, where the bank 
is profitable and all seems calm, Clifford and Alt- { 
man wish the questions would stop. “We think 
that the Fed totally understands the relationship 
with BCCI,” Altman said. 

On a wall inside First American’s tastefully 
furnished board room at its 15th and H streets 
NW headquarters, is a portrait of Clifford placed 
directly behind his seat at the conference table. 


. This image—that of a distinguished American 


presiding over a healthy, well-managed bank—is 
more than just corporate symbolism; it is the 
bank’s best defense. 

“This has been an exceedingly personal oper- 
ation,” said Clifford. “I would not have taken [the 
job} if I had not been assured that I had total au- 
thority to run that bank. And at no time has that 
authority been interfered with.” © 


Staff researchers Lucy Shackelford and Bruce 
Brown contributed to this report. 
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Television personality Willard Scott as George Washington in scene: 
from one of a series of First American advertising campaign spots 

featuring tongue-in-cheek historical skits, The commercials end with the 
slogan, “We're First American. The bank for all Americans.” 
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dba CREDIT AND COMMERCE AMERICAN HOLDINGS, N.V. 
Netherlands, Antilles; 

BF&E; FAG 

(00: WMFO) 


on 2/7/91, I oe eee a pagans at the U.S. Attorney’s 
ed matter and 


Division. Others in attendance were: 
nomic Crimes Unit, USAO, WDC; 
ad Section, DOS, telephone 

Q () 


Attorney (ADA) Investigations, New 


York County District Attorney’s Office (NYCDAO One Hogan Place, 
N.Y. t N.Y. 10013, telephone f 
NYCDAO. The meeting was called at Chie suggestion to 


determine from the NYCDAO representatives whether the results of 
an ongoing investigation being conducted by the NYCDAO into the 
BANK OF CREDIT AND COMMERCE INTERNATIONAL (BCCI) have 
applicability in the captioned matter or, possibly, other federal 
violations. 


aval sd sai the NYCDAO has been investigating BCCI 
under N.Y.’s “enterprise corruption" statute for several years. 
In fact, he reported, the ten-year statute of limitations tolls 
on the suspected violation at the end of this year. The NYCDAO 
has been in contact with the same attorneys who provided the 
Federal Reece Board (FRB) eae the information contained in the 


ree NW, WDC 20037, telephone (202) 457- 6310. PBE&B apparently 
has been retained by the new ownership of BCCI in response to 
several ongoing inquiries: the NYCDAO case; the captioned matter; 
two federal cases (a tax matter and some other kind_of exipinal 
matter) in the Southern District of Florida (SDF). 
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criminal attorney, has responded to a plea offer made by NYCDAO 
by suggesting "a global settlement" of all the pending matters, 
both state and federal, possibly involving his clients--the 
current owners of "77.4% of BCCI." 


The NYCDAO's investigation indicates that current 
management and past owners of BCCI are possible targets for other 
(unspecified) violati ithin its jurisdiction. The offer 
NYCDAO extended to was to allow BCCI to plead the 
corporation to the "enterprise corruption" charge (which 
essentially involves a false statement to the state banking 
regulator), in return for meaningful cooperation in aiding the 
effort to identify and target the other criminal, state 
violations. Such a plea (or conviction at trial result 
only in "insignificant" monetary sanctions, PS aang PF B6 
BCCI, however, is trying to avoid having to plead the corporation bic 
in a U.S. criminal case because doing so will likely result in 
revocations of its British and European licenses to operate. 
Instead, BCCI, through has been offering cooperation to 
expose the alleged perpetrators of "perhaps the biggest swindle 
ever," which one source has told NYCDAO has caused losses to BCCI 
at or in excess of $1 billion. 


apas[______saia that, due to grand jury ae 
secrecy requirements, ey cou not disclose the existence or 


nature of evidence which has been made available to NYCDAO during 
the course of its investigation, unless the DOJ and/or the USAOs, 
WDC and SDF, wanted to become parties to that investigation ina 
joint effort with NYCDAO ably conducted through the N.Y. 
grand jury. In fact, ADA requested that such a joint 
effort be considered. Whil closing ibility of a 
joint investigation, existe ena ausa[ | said they 
were not prepared to take that step without first approaching 

with a request for cooperation. Both also said they were 
not inclined to sign on to a "global settlement" which might 
preclude further investigation/prosecution of federal violations 
as yet unknown. 


apa[___|saia that{ __| nas produced some records, sae 
such as a redaction of a Price Waterhouse audit of BCCI. However, 
the new owners of BCCI, when the alleged fraud was discovered, 
took all the company records to Abu Dhabi. The NYCDAO's proposed 


agreement, however, requires production of all documents a 
witnesses, and the means to find correlative evidence. ADA 


did note that the FRB had received a "6E" exemption from the N.Y. 
court and, thereafter, had received the redaction of the audit 


report. This was news to ce who had 
attended the meeting at the FRB when the information in the 
referral form was ived | ena NEEN At 
that time, Chiet[ | asked e ree ere was an audit 
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report available. The three of them responded at once, but ina 
somewhat confusing manner: two of them nodding their heads in the 
affirmative, the other shaking his head in the negative. 


cnies| __Jonaausal, ___] agreea that the DOJ and 
USAO, WDC, would approac et al, with a request for full 
cooperation as an indication of the innocence of their clients. 
If that approach is rebuffed, then DOJ personnel would be 
assigned to review and evaluate NYCDAO's evidence, using a 
"Chinese wall," to decide whether DOJ and the USAOs, WDC and SDF, 


should "buy into" a joint investigation with NYCDAO. 


ausa| | said the captioned matter should be 
investigated anyway, given the apparent violation of T. 18, 
U.S.C., S. 1001. Other possible violations include T. 18, U.S.C., 
S. 1847 (Bank Holding Act--violation of which is a felony) and T. 
18, U.S.C., S. 1005 (False Statements, in this case, made to the 
FEDERAL RESERVE BOARD). 


It is therefore recommended this matter be opened and 
assigned. 
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a 
. Memorandum é 


To: Director, FBI Date Z| Uv [: 7) ( 
From : SAC, WNE »9B-w(--/9/ PFE P 
(Serial # is mandatory) 


Subject: le | 


Source of Captioned Matter: 

A: Federal Supervisory Agency Written Referral 
Financial Institution Written Referral 

LC] C: Other 


Type of Victim Institution: 


Bank 

[] A: FDIC [) D: Savings Association 
Cy] B: OCC Ct] E: Credit Union 

BAG C: FRB. (-] F: Farm Credit Institution 


3. State Victim Institution Located: (two letter identifier) D Cc. 
4. Type of Subject(s): 


(] A: Insider ] C: Outsider 
=< Insider & Outsider [] D: Unknown 


5. A: Amount of Reported Loss (before restitution, if any) 
B: Amount of Reported Restitution (if any) 


6. Action taken: 
A: case opened 
(1 B: incorporated into pending investigation 


Cc C: no action due to state or local prosecution 


(-] D: amount of loss does not meet prosecutive guidelines and is being 
referred to a state or local law enforcement 


([) E: Federal violation in the referral is handled by another Federal agency 
[_] F: matter was presented to USA and prosecution was declined 
(] G initiation of investigation delayed due to current unavailability of resources 
39 WE ING See 


Refer to MIOG, Section 29-6.1, for reporting and notification requiremen& 
upon receipt of criminal referrals in bank fraud and embezzlement matters. Se 


Ineayer 


| Fits 4__fittesy 


| é @ 


Memorandum 


To: SAC, WMFO (29B-WF-/"7/994 ) (P) Date 2/13/91 


b7C 
Subject: UNSUB(S) ; 
dba CREDIT AND COMMERCE AMERICAN HOLDINGS, N.V. 
Netherlands, Antilles; 


BF&E; FAG 
(00: WMFO) 


On 2/13/91, I telephoned | ere eee at Be 
[to the Board of Governors o @ Federal Reserve system Bis 
FRS 20th & C Streets, NW, Washington, D.C., telephone 
concerning the 1/22/91 criminal referral form he 
filed in the captioned peeeer (-- Teaia he would be unavailable 


until 2/19/91, due to the fact he was leaving for London, 


| England, in an hour, as part of his inquiry into the captioned 
matter. An appointment to interview him was made for 9:30 a.m., 
2/19/91. 
a former AUSA, is one of seven attorneys who ae 


| staff the Enforcement Unit for the FRS, and essentially do their 
| own investigations--assisted by field examiners who report to 
them--of apparent violations of FRS reguiations.[ | was 
brought in to handle investigations of money laundering and bank 
secrecy violations. Civil sanctions available to their unit 
include the imposition of monetary penalties; removal and 
debarment of individuals involved in violations; cease and desist 
orders. Criminal matters, when discovered, are referred to law 
enforcement. 


1-WMFO 
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AC, WMFO (29B-wF- /7)9F ) (P) Date 2/13/91 
b6 
aL Ee 


NSUB(S) ; 
dba CREDIT AND COMMERCE AMERICAN HOLDINGS, N.V. 
Netherlands, Antilles; 


BF&E; FAG 
(00: WMFO) 
: b6 
[ere rere gates to report she had spoken with — 
° e Federal Reserve System (the FED) after my 


interview on 2/19/91, to obtain any documents containing 
the alleged false statements reported in the criminal referral 
form, and to find out what es the FED believe the 
statements are false. ausa[ [then reiterated the concern 
about the pos : j em" which she and DOJ Fraud 
Section Chief expressed in the _2/7/91 meeting 
with the N.Y. County Assistant District Attorney and 
which might arise if the federal government received information 
or documents derived from the N.Y. County grand jury. C2 
b6 


ausal_| then informed me that] _—_—ihas other ae 


documents which may relate to the captioned matter: 

(1) the transcript of a 2/12/91 deposition off 
[| by the FED; 

(2) the transcript(s) of the 1981 hearings where CLARK 
CLIFFORD, et al, introduced the prospective owners of FINANCIAL 
GENERAL CORPORATION to the FED; 

(3) the forms filed with the FED on a yearly basis by 
FIRST AMERICAN BANKSHARES ; 

(4) “several boxes" of ts files--currently at 
FIRST AMERICAN BANK~-provided by[ and possibly relating to 
such things as "side agreements on loans." 


1-WMFO 


eee him. I told ausaL of my intention to 
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dba CREDIT AND COMMERCE AMERICAN HOLDINGS, N.V. 
Netherlands, Antilles; 

BF&E; FAG 

(00: WMFO) 


. b6 
On 2/19/91, I met with | p7c 
[ Division of Banking Supervision and Regulation, Board of = 


Governors of the Federal Reserve System_(FRS 20th & C Streets, 


NW, Washington, D.C. 20551, telephone to discuss 
the criminal ref rm he filed, which initiated the 
captioned matter. formerly an assistant U.S. attorney and, 


currently, an attorney in the "Enforcement Unit" of the FRS, said 
he had referred the matter to DOJ in the belief there is a "good 
criminal case" contained in the findings of his investigation. 
Essentially, the case is one of an ongoing series of false 
statements made to the FRS about the ownership and control of 
FIRST AMERICAN BANKSHARES and its subsidiary, FIRST AMERICAN 
BANK. 


Knowledge of the false statements came to light after 
the 4/90 money-laundering convictions of the BANK OF CREDIT AND 
COMMERCE INTERNATIONAL (BCCI) in the Middle District of Florida 
caused the new owners of BCCI to bring in auditors to examine all 
of its operations. That audit disclosed that BCCI was under- 
capitalized by about $1 billion, and caused the Abu Dhabi 
contingent of stockholders, who owned about 35% of BCCI, to seek 
an infusion of capital from the other owners, mainly some Saudis 
who owned over 40% of BCCI. When the Saudis refused, the Abu 
Dhabi contingent bought out the Saudis, thereby becoming majority 
owners. A subsequent, more extensive audit by the new owners 
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revealed a much larger need for capital, due to a series of 
questionable loan transactions which resulted, among other 
things, in BCCI owning at least 58% of the outstanding shares of 
the company which owns FIRST AMERICAN BANKSHARES: a violation of 
the Bank Holding Act, T. 12, U.S.C., S. 1847, which prohibits 
undisclosed, unregistered, foreign ownership of more than 25% of 
any American bank. 


BCCI 's ownership of FIRST AMERICAN BANKSHARES came 
about by virtue of a series of loans BCCI made, beginning as 
early as 1978, to the "shareholders" of CREDIT AND COMMERCE 
AMERICAN HOLDINGS, N.V. (CCAH), Netherlands, Antilles; a "shell" 
set up for the purpose of acquiring FIRST AMERICAN BANKSHARES' 
predecessor, FINANCIAL GENERAL BANKSHARES. Those loans, and 
others that followed (probably in and after 1982), were of the 
"non-recourse" 


in CCAH. Subjects 
in CCAH (more on this below), using BCCI loans to purchase eir 
stock. BCCI has now disclosed to the FRS that (1) these loans 
were never serviced, (2) they were not defaulted (before the new 
owners took over), and (3) that there seemed to be no correlation 
between the amount of CCAH shares owned/pledged and the amount of 
a loan. In assuming control over the collateral--amounting to 58% 
of the outstanding CCAH shares--BCCI assumed control of FIRST 
AMERICAN BANKSHARES, thereby committing the felony violation of 
the Bank Holding Act (T. 12, USC, S. 1847). 


"If what BCCI says is true,"{___|said, “then the CCAH 
people lied (to the FRS in their original filing and all ensuing, 
yearly ones) apene ever getting financing from BCCI." Included in 


the "c ptioned subjects, with CLIFF 
comprising four of the five a 
CCAH; the fifth being the "trust company" 

Curacao, where CCAH is headquartered. In adaition| |__|] 
oe | AMERICAN CORPORATION--a Delawaré corporation 
which supposedly owns FIRST AMERICAN BANKSHARES; CLIFFORD is 
the CAN BANKSHARES 
. CLIFFORD an 
@er represents, or has 
of the entities involved, from BCCI on down the 


ladder to piper AMERICAN BANK. 


chairman of 


According tol _ | BCCI has disclosed that 
and CLIFFORD's purchases of CCAH stock were made with BCCI loans 
in 1986 and again i 987. Documents now in FRS custody reveal 
that, in 1986, borrowed between $4 million and $5 million, 
and CLIFFORD borrowed about twice that amount, and both used all 
the proceeds to buy CCAH shares at approximately $2,230 each. In 
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1987,L_____ borrowed about $1 million, and CLIFFORD $2 million, 
again using all of it to buy CCAH shares, this time at 
approximately $2,240 each. On both occasions, they executed 
promissory notes, and pledge agreements of the shares as 
collateral. However, BCCI has foun in each case, there 
were "side letters" to CLIFFORD and fin which BCCI agreed: 
(1) to disregard the promissory notes and pledge agreements, and 
automatically renew the loans; (2) that, when either or both were 
ready to sell the shares, BCCI would find a buyer; (3) that there 
was no need for either to pay principal or interest (although 
prior to en CLIFFORD did pay about $600,000 interest 
and loaned about $350,000 so he could do the same); (4) 
that when the shares were sold, and CLIFFORD would get at 
least what they had paid for them, plus any profit. 


In or about syas,[___| and CLIFFORD decided to sell 
their CCAH shares. The e urchased by another CCAH 
shareholder (see 5/90 Regardie's article, 
p.69), who pai 6,800 per share, i.e., about three times 
the book value. realized a profit of about $3 million 
(although he claims it was about $900,000 after commissions and 
repayment of CLIFFORD), and CLIFFORD, about $6 million. In 
December, 1989, still curj SI's role in this, 
the FRS, in the person | eee wrote eae ee 
disclos BCCI loans ever used for the purchase of CCAH 
shares. id not disclose the loans he and 
CLIFFORD received. ays that, because the loans 

been repaid, he thought wasn't interested in them. ——— 
believes that such an insider stock deal may be a securities 
violation. ) 


The FRS has all CCAH nts, supposedly in the U.S., 
by virtue of a civil subpoena. was unsure whether an 
"access letter" would suffice for us to examine them, or a 
subpoena would be required. All the BCCI loan documents are in 
Abu Dhabi, however, and the FRS is negotiating with BCCI to at 
most get them to the U.S., or at least to some neutral site for 
examination. BCCI is also on the verge of agreeing to cease and 
desist doing business in the U.S., and to put together a 
divestiture plan. 
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» By PETER TRUELL 
Sfaff Reporter of THE WALL STREET JOURNAL 


* WASHINGTON—The Federal Reserve 


the Justice Department concerning possi- 
ble misrepresentations of the capital and 
ownership structure behind First Ameri- 
can Bankshares Inc., according to people 
close to the matter. 

> The Fed’s concerns are based on the 


cant degree, the ultimate ownership and fi- 
nancing of First. American Bankshares and 
ifs parent FirstAmerican Corp. was tied to 
Bank of C & Commerce International, 
an institutiof that last year pleaded guilty 


tO money-laundering charges in Tampa, 
Fla, 


dose to the matter. 
* First American, with $11 billion in as- 


in the Washington area, and has banking 
operations in the District of Columbia, 
New York, Virginia, Maryland, Georgia, 
Tennessee and Florida. Its chairman is 
Clark Clifford, who is a prominent figure 
in Washington political and legal circles. 
Mr. Clifford also was an adviser to Presi- 


tary in the Johnson administration. 

» The Fed made the referrals to the Jus- 
tf{ce Department just over two weeks ago, 
according to people familiar with the mat- 
tér. Spokesmen for the Fed and the Justice 
Bepartment ‘declined to comment. Refer- 
rals to the department do not necessarily 

. thean that any legal action will be taken. 


nance First American's capital, it would 
break ‘regulations and laws regarding dis- 
closure for bank holding companies. 

~ It also could mean that First American 
Bankshares was in effect a subsidiary of 


sjon of First American. BCCI, which is of- 


récently based in both Luxembourg and 
the Cayman Islands, tax havens that don’t 
have strong central bank regulators. After 
reporting hundreds of millions of dollars of 
ldsses last year, it moved its headquarters 
te Abu Dhabi, United Arab Emirates, but 
still is beset by billions of dollars in prob- 
lém loans. 
< First American has‘asserted that it is 
an independent bank since at least April 
1981, when a group of major Middle East- 
efn investors represented’ by Mr. Clifford 
teld the Federal Reserve and other bank 
_ Tegulators that they were “‘a group of indi- 
viduals acting as individuals” using their. 
own financial resources to. acquire First 
American’s predecessor company. Mf. 
Clifford.and his. law partner, Robert Alt- 
man, became the bank holding company's 


(Mount Clipping-in-Space Below) 


.*-Fed Makes Criminal, Civil Referrals 
To U.S. Regarding First American’ Unit 
’ chairman and president, Sein Face 


has made criminal and civil referrals to |. 
' Dhabi’s government foiind that nonper- 


* by Middle East investors to purchase stock 


discovery by regulators that to a signifi- |’, 


: Some shareholders in Credit & Com- 
merce American Holdings N.V., a Nether-_ 
lands Antilles-baséd holding company for 
Fitst American, borrowed money from 
BCCI to finance their shares in the Nether- 
lands, Antilles company, and pledged the |. 
stock as collateral, according to people 


sets, is the largest bank ‘holding company - 


dent Harry’ S. Truman and a defense secré- ; 


> If bank loans were covertly used to fi- 


BCCI. If so, that would have caused regu- |, 
lators to be more cautious-in their supervi- 


ten seen as an unorthodox bank, was until- F 
ble to other. big banks in the Washington a 


(Indicate page, name off: pA- 5 
newspaper, city and state.) 


Title: 


a 
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the investor group completed the takeover 
- in 1982, 

However, lawyers inyolved in the case 
said that last year, representatives of Abu 


forming bank loans at BCCI had been used 


in Credit & Commerce American Holdings, 

with the loans secured by the stock. 
Abu Dhabi began looking into the mat- 

.ter after its ruler, Sheik Zayed al-Nahyan, 


“effectively. took over BCCI last. year. “I 
‘think that essentially once the new major- 


ity shareholders ‘[of BCCI} became aware 
there were potential problems under U:S. - : aa —s 
Jaw, they authorized us to.go to the U.S. : aa interest .in First American's par-- 


‘| authorities and resolve outstanding issues  €! 


The ownership structure behind First’ 
| American is complicated. First American 
_Bankshares is: owned by First American 
“Corp., ‘which in ‘turn is oe by -Credit - 
and Commerce American Hol thgs, which 
is in turn owned by preiee 

merican- 


there may be,” said Middleton Martin, a 
partner at the Washington law firm of Pat- 
ton, Boggs & Blow, which is representing 

Sheik Zayed and the Abu Dhabi govern- 
ment. Since Patton Boggs todk over re- 
- sponsibility for the case, they have been in - 
continual discussion with the Federal Re- . 
serve, Mr. Martin said. 

In an interview Friday, Mr. Altman de- 
Leet Ea Wane ee DOD panies aren't formally affiliated with 
the capital of First American’s parent. “I | BCCI, but there is a considerable overlap 
don’t have any information regarding-any | in shareholders of BCCI and these Dutch 

y | and Netherlands Antilles companies. 


‘f es ales nee he added. eg : BCCI has: problems of its own, and one 
been operated properly and responsibly of the regulators’ first jobs has been to en- 
and in compliance with all rules and regu- 
lations since 1982 to date.” Mr. Altman. 
also said, ‘‘I am unaware-of the referrals” 
to the Justice ‘Department, and addéd that 
since the takeover, there hdd been “no in: : 
terference of any kind by BCCI in the oper: | 
ation of First, American either directly or - 
indirectly.” ; 

Referring to the 1981 Federal Reserve 
examination of the bid made for First 
American’s predecessor —Finaticial. Gen- 
eral Bankshares {nc.—by the group of Mid- 
dle Eastern investors, Mr. Altman said, 
“whatever facts we knew that bofe on that 
{takeover and the financing of it] were pre- 
sented at that time.” . 

-Mr. Clifford didn't return telephone 
calls seeking comment, but Mr. Altman - 
said that he also spoke for Mr. Clifford. 

First American’s condition is compara- 


lit“& Commerce 
RB. Amsterdam, 


*s shareholder regis- 
ter over the past several years. The com-. 


bank wasn’t used to-plug holes elsewhere 
in the ailing BCCI network. BCCI -has- 
moved: its headquarters to Abu Dhabi and 
has shrunk to 359 branches from about 400 
a year ago, according to Clement Gagne, a 
‘lawyer at Janis, Schuelke & Wechier, 
which also represents BCCI. 

In addition, éven after an Abu Dhabi 
government injection of.$1 billion early in 
1990,. there are considerable amounts of 


closé to the bank said 'tetal as much as $4 
billion to $5 billion. : 


‘oAB-we-171944-= 


area, accofding to people in and close to 
the bank. According to unauditéd quarterly 
results for the quarter ended-last Sept. 30, 
filed’ with the Federal Reserve, First , 

American Bankshares had total assets of 
$11.15 billion,.down from $11.63 billion at | 

June 30. For the first six months of 1990, it | 
had a net loss of $22.8 million, compared 
with net income of $30.3 million a year ear- 
lier, according to a report dated June 30. 


The bank holding company, partly asa | 
result of tortuous negotiations with Abu | 
Dhabi, recently received a capital injec- { 
tion of several tens of millions of dollars 
from the Abu Dhabi-government. Because ' 
the BCCI loans backed by Credit & Com- 
merce American: Holdings ‘stock are non- | 
performing, Sheik Zayed now has a con- 
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By Jir im McGee 
and Joel Glenn Brenner: 
Washington Post Staff Writers 


The Federal Reserve Board yes- 
- terday disclosed ‘it is- investigating 
whether the Bank of Credit arid 
Commerce International (BCCD, a 


“American Bankshares Inc. of” ‘Wash- 
ington and‘said‘it‘has issued an order 
barring-any transactions between 
the two -institations. 


‘company without the approval of 


be according: to informed sources. A seé- 
nior * Fed: official said the order'is a 
- “precautionary. measure put into 
“place to protect the bank [First 


(Mount Clipping in Space Below) 


| Ked Probes Foreign | 


‘To First American Bank 
Overseas Asset Transfers Barred as Safeguard 


foreign bank. ‘baséd in the Persian: 
Gulf; is a secret investor in First 


. Federal Reserve officials have 
“ beer’ ‘told that-BCCI acquiréd control » 
of shafes i i:First American’s parent - 


state «and. federal: bank regulators, . 


Links “ 


- American] while the Federal Re- 
. serve completes its investigation.” 


The Fed also referred-the matter 
to ‘the Justice Department for re- 


‘view of possible eciminal or civil 
- charges, sources said, . 


First American, the afea’ s largést 


bank ‘holding company’and' parent of 


First American Banks ‘of Washitig- 


ton, Maryland: ‘and Virginia, lost.a.ré- 
cord $182.5 million in 1990 because. 


of ‘the deteriorating commercial real 


estate. market, according to docu- , 
 ments"that the privately held bank 


company filed thisweek with federal 


banking regulators. >. 


* ‘In response to the. ioaiss thedec- 
ond-highest recorded’ by . a,local fi fi- 


“nancial, institution, 


longtitfe chief: Said C. Jackson 


as been forced:to resign 


See FIRST AMERICAN, A9, Col. 
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I 
|___ FIRST AMERICAN, From Al 


land nearly 100 employees have been 
laid off, sources said. 
: First American President Robert - 
'Altman yesterday confirmed the loss | 
‘and layoffs and said Ritchie resigned | 

} 


,on his own initiative. 

. Sources said the Fed is concerned | 
about possible transfers of funds from 
First American to BCCI, a Middle 
East'bank that is reportedly suffering ' 
‘fromheavy losses. 

Last year, BCCI was fined more. 
jthan $14 million by a U.S. court after 
ipleadiag guilty to:federal charges of | 
‘money-laundering in a.case that docu- 
‘mented the movement of funds con- 
itrolled-by former! Panamanian ‘leader | 
‘Manuel’ Antonio Noriega through a | 
‘BCCI account at First American, 

’ First American, which operates ° 
-eight banks with 295 branches in the | 
District, Maryland, Virginia, Tennes- 
see, New York, Georgia and Florida, 
is organized as a network of holding 
companies, owned by Credit and 
Commerce American Holdings 
(CCAH), based in the Netherlands 

- Antilles. 

"It is run by two Washington attor- 
neys, Altman and Chairman Clark 
M. Clifford, a member of former 

_ President Lyndon‘ Johnson’s cabinet 

and one of the nation’s most promi- 

' nent attorneys. 


against bad loans in 1990. 
SOURCE: Federal Reserve. 


; _ Altman consented to the order bar- 
‘ring transactions between First 
' American and BCCI, saying, “I think it 
“is a prudent step for the Fed to take 
, and orie we were willing to take.” 
«Altman, who has repeatedly assert- 
_'éd that aeithershé nor Clifford is 
“Tawate of any financial arganggments 
i between BCCI and First’Amegighn’s 
- shareholders, promised to cooperate 
‘with the invebtigation. “We have al- 
| ‘ways conducted business with BCCI 
' .on an arms-lergth basis,” Altman said. 
- Because.First American is private- 
‘ly held, the cénpany, with $11 billion 
in assets, does not publicly disclose its 
.financial performance. But like all 
bank conipanies, First American does 
_ file summary financial results with the 
; Federal Resejfve. : 


"A LOOK AT FIRST AMERICAN. 


FIGURES IN MILLIONS OF DOLLARS 


NOTE: Troubled real estate loans are for 1990 and include real éstate acquired to satisfy debts, . . 
other real estate owned, loans that are past due 90 days and loans that are rio longer paying ° 
interest or principal. Provision for loan tosses is the amount-that the bank added to its total reserve +- 


FIRST AMERICAN FIRST AMERICAN |, 
CATEGORY CORP. BANKS IN D.C. AREA : 
Assets ea : Sd 
1990 $11,065 $7,075 |. | 
1989 "11/520 NAT I 
Net income (loss : od, 
1990 “= (182.5) (96.7) 
1989. 58.3 : . 64.6 
Troubled real 336.7 261.6 ‘ 
estate loans ; ; 
Provision for 308.0 248.8) 
loan tosses : 
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Soci a real estate market has. 


been in}a- deep recession. Included _ 
pamong First American’s troubled 
tcommieriial real estate loans is a $6 . 
‘million iagecured loan to developer 
*Dominic'¥, Antonelli Jr., who re- 
‘cently fibd for bankruptcy protec- 
stion fromeréditors. The First Amer- 
tican vie ee District, Maryland 


jand Virgitia lost more than $96 mil- 
jlion in 190, compared with earn-— 
xings of $& millibn in 1989. Trou- 


bled‘ real &tate assets at the three 
jbanks totakd more than $100 mil- | 
lion at the énd of 1990. 
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‘' Altman sid yesterday that he be- 


dieves the ljss of $139 million re- 
corded by Sirst American Bank- 


shares * Inc, reflects the ‘bank : 


\company’s, p dblems more accurate- 
dy than thé lirger loss recorded by 


compliance with all federal standards ; 


for capital, the financial cushion that 
protects against any ‘loan losses, he 
said: The bank company recently re- 


ceived an $80 million addition to its - 


capital from its ‘principal ‘sharehald- 
ers in Abu Dhabi, Altman added. 
According to. one’ First American 
executive, who decliried'to be identi- 
fied, the bank-“did everything it could 
to keep the losses a secret. They 
even went so far as to keep us from 
taking notes on the problems at man- 
agement meetings. They didn’t want 


_ any written record of the problems.” 


The F ed’s inquiry follows a series 
of allegations that began more than a 


_ year ago suggesting an unusual rela- 


tionship between BCCI and First 
American, 

A senior Fed official said. the 
board acted because it now has 
grounds to believe:that BCCI might 
have a substantial ownership inter- 


est in First American. 
On Feb. 3, The Washington Post 


' reported that BCCI has had an: ex- 


tensive relationship ‘with First 
American that appears contrary to 
what federal regulators said they 
were told when they approved the 


takeover of First American in 1981. 


The Fed and the New York State 
Bank Board approved the takeover in 


, 1981 after being assured by Clifford 
that BCCI would have no control or 


influence over First American, 
The Fed approval was based on an 


application that said of BCCI, “nei- 
ther is it a lender, nor will it be, with | 
respect to the acquisition ‘by any of 


the investors” of shares in CCAH. 


_ Sheik Kamal Adham, the control - 


. ling shareholder of CCAH, told The 


Post that:some of the money lie put 


“into CCAH as-capital was borrowed 
.from BCCI through loans secured by 


his.sharesin CCAH,: 
The Feb."3 article also-detailed. 


‘how BCCI executives: participated in 


the hiring’ of ‘three: First American 


" executives after 1982 and helped ° 


negotiate two important First Amer- 


ican acquisitions. - a, 
The Féd. was told last fall that the 


- New York County district attorney's 


office had “developed evidence that, 
in fact, BCCI had a.controlling inter- 


est in CCAH,” according to Manhat-’ 


tan District Attorney Robert Morgen- 
thau, 

New York County prosecutors.al- 
so obtained information about large 
loans from BCCI, which were se- 


_ cured by shares in CCAH.: . 


Those ldans, first discovered by 


‘thé accountirig firm of Price Water- 


house, aré- riot paying interest, the 


that,” Morgenthau said ‘in an inter- 
view with The Post., : 
While this criminal invéstigation 


progressed, the ruling family of the - 


United Arab Emirates, headed ‘by: 


Sheik Zayed al-Nahyan, acquired full 


2X 


éontrol of BCCI. 


Their attorneys, in recent: discus- 
" sions «with, the Fed, have acknowl: ..| 
edged: that BCCI owns a substantial’. 
' portion of CCAH shares, sources. 


said.. . 


“We have gone to the Fed and indi- 


cated that the new owners: have re- 


cently become aware of past actions | 
of former management that-may have: }} 
created certain legal problems: in. the’ |! 
US.,” said attorney Middleton Mar- :|: 
‘tin, who declined further comment: — | 


‘prosecutors reported. “We told them ° : 
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Fed May Force Sale 


|| Of First American 
U.S. Probes Legality of Ownership Change 


By Joél Glenn Brenner : 
and Jim McGee 
‘Washington Post Staff Writers 


The Federal Reserve Board may 
require the sale of First American 
Bankshares Inc., the largest bank 
holding company in Washington, if it 
finds that a controlling stake in the 
company was acquired illegally, 
sourcessaid yesterday. 

Federal Reserve officials are inves- 
tigating reports that the Bank of 
Credit and Commerce International 
(BCCI, a foreign bank based in the 
Persian Gulf, owns at least 25 percent 


| of the offshore parent of First Ameri- 
can Bankshares, stock it obtained 


without the approval of state and fed- 
eral banking regulators, according to 
informed sources. A 25 percent hold- 
ing would give BCCI control of First 
American. 

BCCI has been owned by the ruling 


family of the United Arab Emirates 


since last year. Upon taking control, 
they told Fed officials they discovered 
approximately $1 billion in loans by 
BCCI that were backed by shares in 
First American’s parent company, 
sources said. Shares controlled out- 
right by BCCI reportedly gave it 
more than 25 percent control in First 
American’s holding company, Credit 
and Commerce American Holdings, 
sources said, 

Fed officials were assured nearly a 
decade ago by Washington attorney 
Clark M. Clifford that BCCI would not 
be involved in the ownership or con- 
trol of First American. 

Clifford took over as chairman of 
First American following Fed approv- 
al of the takeover of the bank compa- 
ny by Middle East investors. Banking 
regulators are concerned about a link 
between the two banks in part be- 


Dee en es 


cause BCCI is said to be suffering 
from heavy losses. 

On Wednesday, the Fed made pub- 
lic an order barring any transactions 
between First American and BCCI, 
which last year was fined more than 
$14 million after pleading 


Analysts said 
numerous 
institutions and 
investors would 
likely be interested 
in buying First 
American shares. 


guilty to money laundering charges. 


Some of the funds moved through a . 


BCCI account at First American. 

A Fed spokesman would not com- 
ment publicly on the investigation or a 
possible forced sale of First American 
stock. “If divestiture were required it 
would be done in an orderly way so as 
not to injure First American bank,” 
said a senior Fed official, 

Banking analysts said yesterday that 
numerous institutions and wealthy in- 
vestors would likely be interested in 
buying shares in First American, 
which is‘the 51st-largest in the nation. 

Although the market for bank 
mergers and acquisitions has cooled 
considerably during the past year as 
bankers’ real estate woes have wors- 
ened, analysts said First American’s 
attractive banking franchise could 


spark a hot bidding contest involving 


See FIRST AMERICAN, B8, Col. 5 
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‘Federal Reuive Board Probes 
Ownership of First American 


FIRST AMERICAN, From B1 


sociates Inc. “If they needed to sell, 
it wouldn’t be a problem.” 

The First American banks of 
Washington, Maryland and Virginia 
have combined assets of $7 billion 
and a network of branches that 
stretches from Norfolk to Gaithers- 

| burg. 

| In addition to its local presence, 
First American operates banks in 
Tennessee, New York, Georgia and 
Florida. The company has assets of 
$11 billion. 

Although sources said divestiture 
_of ownership is a likely outcome of 


the Fed’s investigation, a sale of 
shares in the bank company could be 
complicated by the legal questions 
surrounding First American’s own- 
ership. 

Among the local banks that could 
bid for the company and solidify 
their positions in the Washington 
market are C&S/Sovran Corp., 
Crestar Financial Corp. and Signet 
Banking Corp. 

Among the possible outside bid- 
ders for the company, analysts said, 
are NCNB Corp. of Charlotte, N.C.; 
First Wachovia Corp. of Winston- 
Salem, N.C.; and Banc One oes of 
Columbus, Ohio. 
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Congress Winks at a Bank Scandal 


The Federal Reserve Board has finally cracked 
down on the high-flying Bank of Credit and Com- 
, merce International. The bank, based in Luxem- 
bourg, has agreed to cut its ties to Washington, 
D.C.’s largest bank and cease U.S. operations. 
B.C.C.I. pleaded guilty last year to laundering mil- 
| lions in drug money for, among others, Panama’s 
deposed leader, Manuel Noriega. 
While the Fed’s order should halt B.C.C.I.’s 
suspect American activities, it leaves a big mys- 
_ tery: How did this global renegade control a large 
, American bank — First American Bankshares — 
; without the knowledge or approval of Federal au- 
| thorities? The question deserves far more attention 
' than Congress has seen fit to give it. 


B.C.C.I. was founded in 1972 by an ambitious 
Pakistani financier with capital from Arab invest- 
ors and the Bank of America. It grew spectacularly, 
to $20 billion in assets with more than 300 branches 

| in dozens of countries. 

| U.S. regulators rejected its bid for two Ameri- 
can banks in the mid-1970’s, citing inadequate infor- 
mation. But in 1981 the Federal Reserve approved 
the sale of Washington’s First American Bank- 
shares to a group of Middle East investors who used 
; B.C.C.I. loans to buy it. 

q Federal authorities were suspicious of the 
; 

| 

. 

i 


B.C.C.I. connection even then, but were assured by™ 

Clark Clifford, the prominent Washington lawyer 
and influential political adviser to Presidents, that 
there would be no link. Mr. Clifford, whose firm 


represents B.C.C.L, became chairman of First 
American Bankshares after the takeover. 
Subsequent re-examinations also failed to es- 
tablish any tie, and both First American and Mr. 
Clifford still insist that B.C.C.I. has never exercised 
any control over the bank’s management or opera- 


tions. Since last year B.C.C.1. has been controlled by | 


the ruling Sheik of Abu Dhabi, who put up $1 billion 
to rescue it from financial difficulties that followen 
the money-laundering plea. 

The.matter has been brought to light in the past 
year by money-laundering investigations in Wash- 
ington and New York, and by reporters for The Wall 
Street Journal and The Washington Post. A former 
Senate staff counsel took information to the Man- 
hattan District Attorney, Robert Morgenthau, last 
fall when he couldn’t arouse interest in Washington. 
Mr. Morgenthau started an investigation and alert- 
ed Washington, and the Fed recently referred its 
own findings to the Justice Department for possible 
criminal or civil prosecution. 

This may only be a case of one foreign bank 
evading regulation, as Federal regulators say it is. 
But it may reveal a loophole for foreign banks that 
needs plugging. B.C.C.I.’s alleged control of First 
American Bankshares runs through a holding com- 
pany in the Cayman Islands. At the least, Congress 
and the Federal Reserve itself should be asking how 
the linkage escaped detection for so long. Was it 
willful concealment, political clout or insufficient 
probing? 

Answers aren’t known yet, but it is time to ask. 
Congress has been'singularly uninquisitive. 
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Foreign Bank Must Sell Ist American Stake 


By Jim McGee 


Washington Post Staff Writer 


The Federal Reserve Board yes- 
terday ordered foreign-based Bank 
of Credit and Commerce Interna- 
tional. (BCCI) to sell its hidden stake 
in the parent firm of First American 
Bankshares, ending a decade of 
speculation about whether BCCI was 
a secret owner of Washington’s larg- 
est bank holding company. 

The Fed’s order gave BCCI 60 
days to submit a written plan for 


* 
4 me Soe fat Bas 


selling the stock, which the Fed 
would have to approve before any 
transfer could take place. The 10- 
page order provided no specific de- 
tails about BCCI’s holding, such as 
its size, when it was acquired and 
whether BCCI would have to sell the 
stock on the open market, 

The order leaves in doubt who will 
ultimately end up owning First Amer- 
ican’s parent firm, which oversees a 
valuable franchise with $11 billion in 
assets with eight subsidiaries in six 
states and the District. It is the na- 


tion’s 51st-largest bank holding com- 
pany, with more than 190 branches in 
the Washington region alone. 
Another part of the Fed’s order, 
however, left no uncertainty. BCCI 
“voluntarily agreed” to shut down its 
U.S. operations, including two rep- 
resentative banks in New York and 
Los Angeles. This action leaves the 
worldwide banking giant, which has 
400 branches in more than 68 coun- 
tries and assets in excess of $19 bil- 
lion, with no U.S. outlet. 
See BCCI, A6, Col, 2 
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Ordinarily, a divestiture order 
would spark a flurry of interest 
among potential bidders, but several 
bankers contacted yesterday suggest- 
ed that the Fed’s timetable may be 
too short to allow other banks to 
mount a bid for the BCCI stake. 

“There's very little financial infor- 
mation available about First American 
and very little understanding of how 
many shares would ultimately be 
sold,” said a banking consultant who 
has received several inquiries about 
the bank. “That makes it tough for 
anyone to think seriously about pur- 
chasing” the stock. 

The Fed’s order culminated sever- 
al weeks of intense negotiations with 
BCCI and its new owner, Sheik Zayed 
bin Sultan al Nahayan, the ruler of 
Abu Dhabi. The negotiations began, 
sources said, after Zayed’s attorneys 
told US. regulators that an audit had 
showed BCCI controlled a substantial 
percentage of the stock—an apparent 
violation of federal banking laws be- 
cause the Fed had never approved 
any such acquisition. 


To order BCCI to sell its stake in - 


First American’s parent firm, Credit 
and Commerce American Holdings 
(CCAH), the Fed had to be persuaded 
that BCCI owned at least 25 per- 
eent—the legal threshold for a con- 
trolling interest, Fed officials said. 
The Fed believed for many years 
that CCAH was owned by several in- 
vestors from Kuwait, Saudi Arabia 


and Abu Dhabi, who were longtime’ 


clients or shareholders of BCCI. In 
1981, after a special hearing, the Fed 
allowed these investors to acquire 
First American after getting assur- 
ances that BCCI would have no con- 
trol over the bank’s management and 
' operations. 

At the time, the investors declared: 
“BCCI owns no shares of [CCAH] ei- 
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Bank Must Sell Stake in Ist American 


ther directly or indirectly, nor will it if 
the application is approved. Neither is 
it a lender, nor will it be with respect 
to the acquisition by any of theinves- 
tors of .. . CCAH shares.” 

In a statement yesterday, First 
American said the bank had no knowl- 
edge of how BCCI acquired the stock 
and noted that the Fed order said 
nothing about the management of 
First American. “BCCI has not, di- 
rectly or indirectly, ever controlled 
the actual management or operations 
of First American,” the statement 
said. 

In a statement last Friday, First 
American said: “If the Federal Re- 
serve has been misled or misinformed 
in any respect regarding the stock 
ownership of First American... 
First American has been equally mis- 
led.” 

Manhattan District Attorney Rob- 
ert Morgenthau, who is conducting a 
grand jury investigation into the mat- 
ter said yesterday the Fed’s order 
“means false representations, false fil- 
ings were made to the Superinten- 
dent of Banks in New York,” when 
state regulators approved the 1981 
takeover of the holding company. 

The divestiture order represents a 
major reversal for BCCI, which has 
been floundering since it pleaded 


guilty last year to money-laundering, 


charges and began suffering major 
loan losses. 

BCCI Chief Exeefitive Officer Zafar 
Iqbal signed the“cease and desist” or- 
der yesterda¥ in Abu Dhabi. The or- 
der said that BCCI does not admit to 
any allegation “made or implied” in 
the document. 

BCCI’s audit revealed that BCCI 
had made several loans to CCAH 
stockholders, who in turn secured the 
loans with the CCAH stock. The loans 
became nonperforming, meaning no 
payments were being made, leaving 


BCCI with effective control of the 
stock. Auditors found that the loans 
were hidden from BCCI’s board of di- 
rectors, according to sources familiar 
with the audit. 

BCCI could, in its written plan, sug- 
gest that it sell the CCAH shares to 
Zayed, a longtime shareholder in both 
BCCI and CCAH. Zayed could pay off 
the loans and thus redeem the stock, 
leaving him in control of CCAH. 


But it is unclear if the Fed would’ 


approve such a plan. According to one 
Fed official, Zayed would face ques- 
tions because of his longtime associa- 
tion with BCCI. If the Fed objected to 
his ownership, said the official, a more 
traditional sale would then be likely. 

“There is nothing on the table yet,” 
said the official. “The plan could call 
for transfer to Sheik Zayed, or an out- 
right sale to a third party.” 

The controversy over First Ameri- 
can’s ownership, long dormant, be- 
came public again recently after a 
Feb. 3 article in The Washington 
Post. The article, based on a nine- 
month inquiry, said that BCCI had had 
an extensive, long-term involvement 
in the affairs of First American that 
was contrary to what bank regulators 
had originally approved. BCCI partici- 
pated in the hiring of three key First 
American executives, helped negoti- 
ate two important First American ac- 
quisitions and helped finance First 
American’s dramatic expansion. 

First American’s chairman, Clark 
Clifford, and its president, Robert Alt- 
man, said in interviews with The Post 
that they had full control of the bank 
and that BCCI had no ownership, con- 
trol or influence. They said they had 


no knowledge of any financial dealings § 
between BCCI and the CCAH share- § 


holders. 


. Staff writer Joél Glenn Brenner 
ce atributed to this report. 
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By Malcolm Gladwell 


Washington Post Staff Writer 


Federal officials probing the cy- 
anide .contamination of “Sudafed 
12-Hour” capsules reported prog- 
ress yesterday in investigating how 
at least five packages of the decon- 
gestant sold in the Seattle area 
came to be spiked with poison. 

Investigators say they now believe 
that the tampering—which has so 
far resulted in two deaths, one se- 
rious illness and a continuing nation- 
wide recall of the product—was spe- 
cific to three counties of western 
Washington state and that it was suf- 
ficiently amateurish that upon close 
examination, a contaminated pack- 
age would be obviously suspect. 
They also said that the crime ap- 
peared to have been facilitated by 
the failure of anti-tampering precau- 
tions taken by the product’s manu- 
facturer to alert retailers and con- 
sumers. 

These conclusions are based on 
analysis in the past two days of close 
to 10,000 Sudafed 12-Hour packages 
sold around the country, as well as 
close scrutiny of the fourth contam- 
inated Sudafed.package discovered in 
Tacoma. A fifth contaminated pack- 
age was discovered yesterday af- 
ternoon by another Tacoma wo- 
man, 

Sudafed 12-Hour capsules are sup- 
posed to be protected by four tam- 
per-resistant features. The two-part 
plastic capsules containing the drug 
are sealed with a band intended to 
make it obvious if the capsule has 
been opened. 

The capsules are then encased in a 
“blister pack,” consisting of a clear 
plastic bubble with a tinfoil backing. 
The end of the cardboard box is also 
sealed with a safety tab, which would 
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This would bring warm Pacific air 
northward into the western United 
States and into Canada. Then it 
would carry frigid arctic air down 
from Canada to the eastern. United 
States. Or at least that was the 


Sudafed Poisoning Probd 


Investigators Suspect Capsule Tampering Cony 


blister packs into different boxes at a 
later point, possibly even in the 
stores where they were later sold. 
Investigators said it is unclear how a 
capsule could have been removed 
and then reinserted into a blister 
pack without damaging it in an ob- 
vious way. 

The matching serial numbers are 
the principal reason that investiga- 
tors believe, for the time being, that 
the crime was local to the Seattle 
area, The common number indi- 
cated a manufacturing lot that was 
sent only to stores in the region. 

Upon examination of Sudafed 12- 
Hour capsules boxes from around the 
nation yesterday, FDA investigators 
also discovered how the perpetrator 
may have slipped contaminated blis- 
ter packs into new boxes. The safety 
tabs that are supposed to seal the 
box tops are not always intact. 

“In some stores where we looked, 
the tab had already been broken 
from jostling and handling,“ said an 
FDA official. “Someone might have 
slipped them into boxes where the 
tab was alrcady broken.” 

The fourth Sudafed. box handed 
over to FBI officials Sunday night 
also yielded important clues. Unlike 
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afd 


Subject: CLARK M. CLIFFORD; 
Et Al; 
BF&E; 
FAG; 
00 : WMFO 


met with Assistant United States Attorney 


(AUSA) D.C., and ud 
Sectio 
concerning the captioned ma /A assigned 


by D.O.J. to the USAO, WDC, to assist AUSA in the 
investigation and possible prosecution of the captioned matter. 
The purpose for this meeting was to discuss possible violations 
and avenues of investigation with regard to this case. 


Administratively, any prosecution of this matter would 
be brought through the U.S. Attorney's Office, WDC. There 
apparently are other districts which have an investigative 
interest in the Bank of Credit and Commerce International (BCCI), 
those being the Southern District of New York, the Middle 
District of Florida and the Southern District of Florida. That 
being the case, D.O.J. will act as a coordinator and facilitator 
of the investigations in the various districts. Toward that end, 
a meeting is scheduled for 3/14/91, at which representatives from 


the USAOs, WDC, SDNY F and SDF will meet with D.O.J. Fraud 
Section Chief, 


In addition to the initial indications that false 
statement violations occurred with regard to the ownership of 
Credit and erican Holdings, N.V. (CCAH), by BCCI, 
believe that a "thorough look" at the 
ilings and w behind them will reveal other violations. 
Specifically, suggested there are possible violations of 
Title 12, USC Section 3100, which proscribes foreign bank 
participation in the United States; bank fraud violations 
associated with any possible loans from First American Bank to 
BCCI or any related entities; Title 31, USC Section 5314, the 
Bank Secrecy Act, which requires the reporting of cash 
transactions exceeding $10,000 and any relationships between U.S. 
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and foreign banks; federal regulations "T" or "U", which 
prohibits the borrowing of all or a majority of the money 
necessary to buy a bank. 


Possible sources of information for this investigation 
were listed as the New York County District Attorney; The Federal 
Reserve Board; The Bank of England; Price Waterhouse; BCCI. 


It was agreed that the first two steps to be taken in 
this investigation were a commencement of the review of any 


docume ijable at the Federal Reserve Board, to be conducted 

by val fang myself, a ith Federal Be 
Reserve Board Special eS Eee (5 Pie 
set_for 1:30 PM on 3/13/91), to be attended by ot 

T/A si and myself. 
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The following i i i conducted by 
Investigative Assistant (IA) at San Diego, ae 


California, on July 28, 1992: 


Pacific Bell Telephone Company (PacBe 


i information on telephone raczey advised |] 
was non-published. No further information was 
obtained. 
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ZAYED AL-NAHYAN 
.. could gain controlling interest 


By Joél Glenn Brenner 
and Jim McGee 
Washington Post Staff Writers 


As the Federal Reserve Board kept 
a tight lid on how it would force a 
change of ownership of First American 
Bankshares Inc,, the largest bank hold- 
ing company based in Washington, one 
top First American officlal said yester- 
day that he could foresee a way for the 
ownership to change without putting 
First American on the market, 

The Federal Reserve is expected to 
require the Bank of Credit and Com- 
merce International (BCCI), a forelgn 
bank based in the Persian Gulf, to dl- 
vest itself of at least a 25 percent 
stake in the parent firm of First Amer- 
ican, according to sources, The Fed 
has been investigating reports that 
BCCI obtained that stock, which gave 
BCCI control of First American, in vio« 
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Bank of Washington, 
the Fed tinds 
American and forces it Yo divest its 
holding, “that does not mean this bank 
company will be sold.” Ritchie said he 
did not know whether BCCI owns the 
stock, which he had thought was in the 
hands of individual investors from the 
Middle East. 

Ritchie predicted that BCCI’s con- 
trolling interest in First American 
would be transferred to an individual 
investor, perhaps Shelk Zayed al-Nah- 
yan, the ruler of Abu Dhabi, who ac 
quired control of BCCI fast year, 
Zayed owns an 11,76 percent stake in 
First American's parent, according to 
the most available federal records, 

Such a change would require ap- 


Peegereenney 


Mew -)749L ~IS 


Change Plan 


b7Cc 


| 


proval from the Fed, which oversees 
bank holding companies such as First 
American, The company has $11 bil- 
lion in assets and ranks as the 51st- 
largest bank company in the nation. 

“This is the most logical outcome, 
given the circumstances,” said Ritchie, 
who announced last week that he was 
leaving First American after more 
than 20 years, “There’s no way that 
this bank company will be sold. ... , 
This is the clearest possibility.” 

Fed officials declined to comment 
on Ritchie’s prediction, cautioning that 
negotiations over the future of First 
American have not been completed 
and that Ritchle’s scenarlo is one of 
several possible outcomes, Last week, 
the Fed allowed Zayed to increase his 
stake In First American by putting $81 
million in new capital into the bank 
company, 

Soo FIRST AMERICAN, B14, Col. 1 
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First American Official Offers 
Proposal to Change Ownership 


FIRST AMERICAN, From B10 


Zayed is cooperating with Federal 
Reserve officials to resolve the owner- 
ship question, sources said, and his 
representatives have acknowledged to 


the Fed that BCCI owns a controlling . 


interest in First American. BCCI is the 
world’s fifth-largest private bank and 
has come under scrutiny in recent 
years after pleading guilty to U.S. 
money-laundering charges, 

A senior Fed official said last week 
that “if divestiture were required, it 
would be done in an orderly way so as 
not to injure First American Bank.” 

According to sources, BCCI effec- 
tively controls First American’s parent 
firm because it holds at least 25 per- 
cent of the shares as collateral for nu- 
merous loans that are nonperforming, 
or no longer paying interest. If Zayed 
repaid those loans on behalf of the bor- 
rowers, then he would acquire control 
of the collateral, in this case the stake 
in First American, 

Ritchie emphasized yesterday that 
the ownership question does not have 
any impact on First American’s finan- 
cial condition, saying, “This is a techni- 
cal matter that should not, in any way, 
concern First American depositors.” 

Although the bank company lost a 
record $182.5 million in 1990 because 


of the deteriorating commercial real | 
estate market in the Washington area, |! 
Ritchie said the bank’s overall health is 
sound. Depositors of First American 
Bank are protected by federal deposit 
insurance up to $100,000 per custom- 
er account, 

First American’s most recent finan- 
cial reports show it meets all regulato- 


ry requirements for capital, the finan- }I 


cial cushion that protects a bank from | 
losses, and is very “liquid,” meaning it 


has assets on hand that can be readily pup 
converted into cash to meet depositor 


demands, A plan to improve liquidity {i 


was initiated 15 months ago, Ritchie fi} 


said, and records show First American ii! 
has nearly $2 billion in readily convert- 
ible assets, 


Publicity surrounding First Ameri- J} 


can’s ownership has caused “a mini- 
withdrawal of deposits, Ritchie }i 
said, 
Following recent losses, First 
American projects a break-even year 
at best in 1991, Ritchie said. The bank j[fF 
company expects troubled real estate fii! 
loans to continue to hurt earnings, but [ip 
it is “doing everything it can to avoid {if 
future losses,” he said, including laying }ij' 
off about 300 employees in the Wash- }i 
ington area and restructuring the local JM 
banks to reduce operating expenses by |} 
more than $18 million in 1991, 
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Bank of Credit and Commerce 


Is Probed by Manhattan D.A. 


through’ 


BCCI’s books on behalf of BCCBS new owners, | Submitting Office: 
the kingdom of the United Afab Emirate 
its ruler, Sheik Zayed va hyan, The transac- 3 


" By Jim McGee 
! Washington Post Staff Writer 


The foreign-based Bank of Credit and Com- 

merce International (BCC), already facing alle- 

gations that it secretly owns a controlling inter- 
est in Washington-based First American 
| Bankshares, j is also under investigation for fil- 

‘ing annual financial statements that do not ap- 

pear to account for $3 billion in troubled loans 

, made during the 1980s, 

i “We're investigating to determine whether 
' false and fraudulent financial statements were 
‘filed with the superintendent of banking in New 

' York,” said Manhattan District Attorney Rob- 

_ ert Morgenthau, “We have allegations to the 

. éffect that the financial statements don’t accu- 

| rately reflect the true condition of” BCCI, 

| Auditors in London discovered the unautho- 

| 


Serie 


rized loans last year as they si 


tions include loans to B@CI insiders and associ- 
ates of BCCI’s execyfives that were not dis- 
closed to BCCI’s hoard of directors or its 
accounting firm, Price Waterhouse, according 
to sources with knowledge of the auditing, 

The transactions broke down into two major 
categories, the sources said, The auditors 


- found large unsecured loans with inadequate 


documentation to support them; they also 


found hundreds of millions of dollars in nonper-| 


forming loans—loans that are not earning in- 


terest—secured by shares in Credit and Com-' 
merce American Holdings (CCAH), the parent , | 


corporation of First American Bankshares, 
"See BCCI, G2, Col, 3 
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_ BCCI’s new owners eventually told 
US. banking regulators of the discov- 
ery, acknowledging in effect that it has 
a controlling interest in First Ameri- 
can Bankshares, according to sources 
familiar with the discussions. 

That admission is a major turn- 
about. Since 1981, when the US. 
banking regulators allowed a group of 
Middle Eastern investors to take over 
First American, First American has 
maintained that BCCI has no control 
over it, 

Under federal law, it is illegal for 
any foreign bank to acquire such con- 
trol without the formal approval of the 
Federal Reserve Board. Informed 
sources now say that the Fed is pre- 
paring to issue a tease and desist or- 
der that requires BCCI to sell its own- 
ership of CCAH shares. “They will not 
own the bank anymore,” said one se- 
nior official. : 

It is not precisely clear what total 
-amount of nonperforming loans is se- 
cured by CCAH shares; estimates 
range from $700 million to well over 
$1 billion. “We've got to see where the 
investigation takes us,” said one 
source who is familiar with the current 
inquiries. “At this stage we don’t 
know,” 

For bank regulators and criminal in- 
.vestigators, this disclosure sets off a 
kind of ripple effect: If the BCCI finan- 
cial statements do not appropriately 
account for several billion dollars 
worth of transactions, then BCCI’s 
past financial statements become sus- 
pect. 

The world banking system relies on 
financial statements or annual reports, 
as do various bank regulators such as 
the Fed or the New York state bank- 
ing department, which allows BCCI to 
operate a large business office in the 
Manhattan financial district, 

BCCI’s attorneys declined to com- 
ment about the new allegations. 

The re Nia also raise questions 

- about whether BCCI complied with a 

* 1990-plea‘bargain agreement reached 
aftersBCCI pled guilty in Tampa to 
federal money laundering charges that 

_ arose out of.an earlier and separate in- 

; nder that agreement, 
“BCCI repeatied a pledge to comply 

eral Reserve consent de- 


cree that banned it from filing “false, 
incomplete, inaccurate or misleading 
information to the Board of Gover- 
nors, to any Federal Reserve bank or 
to any federal or state regulatory au- 
thority.” 

The current inquiries are running 
along two tracks, criminal and civil. 

ew York prosecutors are conducting 
extensive investigations of BCCI, and 
the Justice Department is considering 
a criminal referral by the Fed. 

Meanwhile, the Fed is seeking to 
resolve the ownership of First Ameri- 
can’s holding company and has already 
made public an order barring further 
transactions between the two banks 
and requiring that First American co- 
operate with the various investiga- 
tions, 


The Fed also is concerned about the |}{i#) 


financial health of First American, 
which recently reported a record $182 


million in losses in 1990, partly be- gi 


cause of the declining real estate mar- 


ket and other problems. Sheik Zayed 4} 


recently agreed to put $80 million in j 
additional capital into First American, 


which is the 51st-largest bank holding [if 


company in the United States with 
$11 billion in assets and eight subsid- 
iaries in six states and the District. 
American bank regulators are close- 
ly monitoring the various BCCI inqui- 
ries, but a greater regulatory burden 
lies with the Bank of England. Until re- 
cently, BCCI had its world headquar- 
ters in London and operated dozens of 
branches in Great Britain. BCCI was 
not supervised on a consolidated basis 
by a single central bank, but it was & 
overseen by a committee of regulators | 
from several countries, including Eng- 
land, 
After discovering the unusual trans- 
actions at BCCI during the early { 
months of Zayed’s ownership, “The 
Bank of England and Price Water- | 
house came to them fin Abu Dhabi] (! 
and said there are problem loans” that 
left BCCI “seriously undercapitalized,” 
according to an informed source. Since 


t 


hi 
q 


that time, Zayed has put $1.2 billion If 


into BCCI 


As lawyers on three continents jf 


wrestle with the fallout of BCCI’s 
problems, various sources cautioned 
that it remains unclear just how deep a 
financial hole BCCI has fallen into, or 
how much more capital will be needed. 
They caution that the Abu Dhabi gov- 
ernment effectively guaranteed BCCI. } 
It is possible, say the sources, that 
Zayed may be asked to put as much as 
an additional $2 billion into BCCI after 
the current inquiries are completed. 
He also is a potential buyer of the 
CCAH shares if the Fed requires that 


the shares be sold, pending Fad api og 


proval, 
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In a letter to FNN’s- board of di- 
rectors yesterday, Dow Jones and 
Westinghouse said they were “ex- 
tremely disturbed” by FNN’s “unilat- 
eral suspension” of sale talks, Peter 
G, Skinner, senior vice president of 
Dow Jones, said in a statement, “We 
are prepared to discuss revising our 
proposal, but so far FNN has refused 
to allow us to do so,” Skinner did not 
specify how high the joint venture 
was willing to go, 

Westinghouse and Dow Jones, 
publisher of the Wall Street Journal 
and the business news weekly Bar- 
ron’s, reportedly bid $90 million for 
FNN, a price that includes about 
$20 million worth of broadcasting 
equipment. CNBC's $105 million of- 
fer doe’ not include the equipment, 
according to Tessler, 
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Despite FNN’s agreement with 
CNBC, Tessler acknowledged that 
Dow Jones and Westinghouse may 
still have another shot at buying the 
cable service, FNN is expected to 
file for bankruptcy court protection 
within the next two weeks in order 
to reorganize its battered finances, 

and bankruptcy law provides for 
higher offers, he said. 

FNN operates the nation’s largest 
financial-news network, reaching 35 
million cable TV households with 
around-the-clock newscasts and 
‘sports coverage, 

CNBC, which was started by GE 
and its NBC television subsidiary in 
1989 to compete directly with FNN, 
is carried in 18 million households, 

Tom Rogers, president of NBC’s 

See FNN, G10, Col. 1 
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A Capital Scandal 


The biggest bank in Washington and a legendary American political adviser are 


ensnared in a probe involving a shadowy money-laundering enterprise 


By JONATHAN BEATY and S.C. GWYNNE 
WASHINGTON 


ould there be any doubt about 

this bank’s nationality? From its 

name to its flag-waving ads to its 

slogan—“The Bank for All Amer- 
icans’—~First American Bank of Washing- 
ton, seems practically like a branch of gov- 
ernment. Its chairman and public face is one 
of America’s most respected attorneys and 
political advisers, Clark Clifford. But what’s 
behind that carefully cultivated image looks 
decidedly different. 

Investigators have evidence that First 
American, the largest bank in the Wash- 
ington area (1990 assets: $11 billion), has 
for years been secretly controlled by a 
criminally tainted, money-laundering, 
Luxembourg-based global bank. That evi- 
dence last week prompted the Federal Re- 
serve to interdict all transfer of money and 
assets between the two banks. The regula- 
tors asked the Justice Department, which 
has appeared reluctant to pursue allega- 
tions, to begin a criminal and civil investi- 


gation. The Fed was responding to pres- 
sure generated by Manhattan district 
attorney Robert Morgenthau, who is pre- 
senting evidence of fraud, monéy launder- 
ing and disguised ownership to a New 
York City grand jury. Morgenthau has for- 
mally told the Fed his office has evidence 
that First American is under secret control. 

First American’s alleged parent is one 
that few people would be proud to claim: the 
Bank of Credit & Commerce International, 
convicted of violations in three countries 
and well known in global finance circles as a 
banker to Manuel Noriega and Colombian 
drug lords. The question that won’t go away: 
How could an outfit like B.C.C.I. control a 
large U.S. bank without regulators knowing 
or doing anything about it? 

Investigations in Washington, New 
York City and Florida are probing deeper 
into the bizarre affair and uncovering evi- 
dence of startling regulatory inaction, if 
not political chicanery. Clifford, 84, says he 


and his law partner Robert Altman, presi- 


dent of the bank, “have run First American 
for long years at the highest ethical level, 


and we are proud of our stewardship.” But 
he acknowledged to TIME that he has re- 
tained a criminal-defense attorney to rep- 
resent him in connection with the matter. 
The scandal’s most immediate repercus- 
sions affect First American, which had trou- 
ble enough already. Staggered by the ava- 
lanche of distressed real estate loans that 
has flattened banks across the country, First 
American lost $182.5 million in 1990, its 
first red ink ever. The deficit last week led to 
the resignation of C. Jackson Ritchie, the 
company’s chief executive, and the layoff of 
nearly 100 of the bank’s 6,000 employees. 
Regulators were worried that First Ameri- 
can’s secret parent, itself in financial trou- 
ble, would start siphoning off funds that 
would deepen the loss and conceivably fat- 
ten the bill to U.S. taxpayers should First 
American have to be bailed out. To guard 
against that, the Federal Reserve Board last 
week ordered First American not to trans- 
fer any funds, including management fees, 
to B.C.C.L, or to exchange any assets with it. 
Says an investigator involved in the bank 
probe: “They have been engaged in every- 
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Agha Hasan Abedi 
1972 
Declaring his intention to form the 
Third World's first multinational 
bank, Pakistani financier Agha 
Hasan Abedi organizes the Bank of 
Credit & Commerce International. 
Bank of America puts up $2.5 
million, or 25%, of the bank's 
capital. Arab investors provide the: 
_ rest of the money. 


1975-76 

U.S. regulators reject-a B.C.C.1. bid 
for two New York. banks: when ‘Abedi 
fails to disclose requested details 
about his conipany.. 


Bert Lance’ 


Ghaith R. Pharaon 


1977 ‘ 
Abedi helps Saudi billionaire Ghaith R. 


-Pharaon begin his acquisition of the 


National Bank of Georgia from Bert 
Lance, Jimmy Carter’s former 
budget director. 
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thing they are now forbidden to do.” 
Suspicion that B.C.C.I. secretly con- 
trols First American goes back 10 years, 
when a group of Arab investors bought the 
Washington bank, then known as First 
General. Those same investors also hap- 
pened to own controlling shares in 
B.C.C.I., a behemoth that has $20 billion in 
assets and some 350 branches in 70 coun- 
tries. Bothered by the connection, regula- 
tors insisted on iron guarantees that 
B.C.C.I. would not run First American. 

The link that investigators are now 
talking about is far stronger—and compre- 
hensible enough to anyone who has ever 
had a mortgage. They say B.C.C.L. lent the 
investors the money they used to buy stock 
in First American, with the shares pledged 
as collateral, just as a mortgage holder 
pledges his home as collateral. Investiga- 
tors say those loans are “nonperform- 
ing”—the bankers’ term that means they 
aren’t being repaid. Everyone knows what 
happens in that case: the bank gets the col- 
lateral, in this case the controlling shares in 
First American. And presto, an unregulat- 
ed foreign organization takes over an 
American bank without U.S. regulators 
knowing about it. 

It is hard to imagine more unlikely 
partners than the blue-blooded Clifford 
and Agha Hasan Abedi, the hard-driving, 
visionary founder of B.C.C.I. While Clif 
ford was counseling President Truman in 
1947, Abedi was shifting his young career 
in banking from India to Pakistan. In 1959 
he founded his own successful bank there, 
and by the early 1970s he was aggressively 
courting Arab money, Abedi lavished spe- 
cial attention on Sheik Zayed bin Sultan al- 
Nahayan, who now heads Abu Dhabi’s rul- 
ing family. Abedi ingratiated himself with 
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1981 


Regulators grant approval after Clifford 
assures them that no link will exist 
between B.C.C.L and the U.S. banking 
company. 


1982 

Clifford and law part- 
ner Robert Altman 
become chairman and 
president of the bank 
holding company, now 
renamed First 
American Bankshares, 
while remaining 
B.C.C.1.’s chief U.S. 
attorneys. 


Robert Altman 


the sheik, who was suspicious of bankers, 
by roughing it in tents and aboard camels 
to join him on falconing expeditions. 

When Pakistan began to nationalize in- 
dustries in 1972, Abedi persuaded Zayed 
to help start B.C.C.1., which was registered 
in the unregulated tax havens of Luxem- 
bourg and the Netherlands Antilles. The 
new bank had staggering ambitions. Abedi 
has grandly proclaimed it “a new center for 
Third World cohesion and a rallying point 
of thoughts and aspirations of the under- 
privileged.” That grand vision helped at- 
tract California-based Bank of America, 
which put up $2.5 million, or 25% of 
B.C.C.L’s original capital, before selling its 
stake and pulling out in 1980. Abedi con- 
tinued to woo wealthy Arabs, who became 
B.C.C.I’s principal shareholders and first 
big customers. 


ival bankers were long suspi- 
cious of the flamboyant B.C.C.L. 
“You had a $20 billion bank with 
no central-bank regulator or 
government lender of last resort,” said a 
U.S. financier. “That gave most bankers a 
very nervous feeling about B.C.C.J. Who’s 
watching these guys?” In fact, B.C.C.L 
seemed far less interested in lending mon- 
ey than in earning fees by electronically 
whisking deposits through its growing net- 
work of global branches. B.C.C.I.’s willing- 
ness to transfer funds anywhere at any time 
was basic corporate policy, and the bank 
became a primary mover of flight capital 
from Third World nations. A high-ranking 
B.C.C.L. officer told investigators that 
moving money for 2,000 wealthy clients, 
from dictators to arms dealers, formed the 
core of the bank’s business. 
Abedi, who left B.C.C.L. last year after a 


1983 
B.C.C.1. 
purchases a 
Colombian bank 
with branches 
in Medellin and’ 
Cali, centers of 
drug traffic and 
money 
laundering. 


1985-87 
B.C.C.1. launders 
$32 million of 
drug money; 
$500,000 from 
Panamanian 
dictator Manuel = 
Noriega passes 
through First 
American Bank in 
Washington. 


Manuel Noriega 
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stroke that followed a 1988 heart transplant, 
built his business on careful attention to the 
needs of top-drawer customers. In the 
bank’s early days, B.C.C.I. officials in Lon- 
don could be roused in the middle of the 


- night to make good on visiting sheiks’ gam- 


bling losses. Abedi cultivated the friendship 
of former Pakistani President Mohammed 
Zia ul-Haq and other Third World leaders. 
“He was a collector of people,” says a Paki- 
stani journalist who has followed Abedi. 
“He used Zia as a calling card.” 

To attract deposits, B.C.C.I. opened 
magnificent offices even in poor surround- 
ings. No matter how incongruous, the facil- 
ities were lavishly decorated with Persian 
rugs and sumptuous paintings. “Walk 
down the main street in Djibouti,” says a 
Western banker, “and you’ll see a building 
with a marble facade. That’s B.C.C.I. On 
the two buildings on either side, the plaster 
will be breaking and falling.” 

What Abedi coveted most was the pres- 
tige of a bank in the U.S., the nerve center of 
Western capitalism. After regulators reject- 
ed two B.C.C.I. bids for American banks in 
the 1970s—Abedi wouldn’t reveal all the in- 
formation they wanted—he helped Saudi 
billionaire Ghaith R. Pharaon acquire the 
National Bank of Georgia in 1978 from Bert 
Lance, President Jimmy Carter’s former 
budget director. Soon after that, Lance 
helped Abedi orchestrate a raid on Financial 
General Bankshares of Washington. The 
purchasers were four Middle Eastern share- 
holders of B.C.C.L. The hostile bid triggered 
a three-year court battle in which U.S. regu- 
lators accused the buyers of acting in effect 
as fronts for the unregulated B.C.C.L 

Enter Clark Clifford. The Washington 
éminence grise represented B.C.C.L. in the 
case and persuaded nervous Federal Re- 
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serve officials that the buyers were acting as 
individuals on their own behalf. When ques- 
“ tioned about B.C.C.L’s financial role in the 
acquisition, Clifford flatly told the officials 
that there wasn’t any. Clifford became 
chairman of the bank, renamed First Amer- 
ican, and his law partner, Robert Altman, 
became president. Clifford regularly 
briefed Abedi on the U.S. firm’s operations. 
When queried on the briefings, Clifford ex- 


plained that B.C.C.I. as adviser to the Arab | 


owners of First American needed to’ know 
about the banking company. 

B.C.C.I. was meanwhile forging into un- 
charted waters, most notably laundering 
drug money. In 1983 B.C.C.I. acquired a 
Colombian bank with 30 branches that in- 
cluded several in Medellin and Cali, homes 
to the world’s most powerful cocaine car- 
tels. Among those laundering drug profits 
through B.C.C.L, say investigators, was for- 
mer Panamanian strongman Manuel Nor- 
iega, who was collared by U.S. authorities in 
early 1990. Prosecutors who tracked his fi- 
nances said Noriega had funneled $500,000 
of cocaine funds through First American’s 
flagship bank in Washington. First Ameri- 
can officials denied any knowledge of the 
transaction. 

B.C.C.I’s fondness for drug money 
brought the bank to grief in Florida and 
eventually led to recent mammoth losses. 
Undercover customs agents first stumbled 
onto B.C.C.I. money laundering during a 
sting operation. As part of the scheme, 
agents sent several million dollars of Medel- 
lin cartel drug funds through a B.C.C.I. bank 
in Miami. What happened next was worthy 
of Alice in Wonderland. Bank officers no- 
ticed the agents’ amateurish attempt at mon- 


@ isr2\MeRIcAN BANK | 


1989 

Reeling from the impact of the 
Florida case and bad loans, 
B.C.C.L. loses $498. million. 
Despite evidence that 

B.C.C.1. controls First 
America, regulators permit 
First American to continue to 
expand by acquiring a bank 

in Florida. 


62 


' troubled’ bank and orders. an audit, 


ey laundering and offered to teach them 
more sophisticated methods. Example: the 
bank would wire funds to B.C.C.I. branches 
around the world before handing the cash 
back to drug traffickers in the form of phony 
loans. The narcotics kings happily paid large 
fees for the customized service. 

Armed with virtually ironclad evi- 
dence, a Florida grand jury indicted 
B.C.C.I. for money laundering in 1988. 
Clifford hired a high-powered criminal 
lawyer to defend the bank. Despite over- 
whelming evidence, the government of- 
fered B.C.C.I. a plea bargain. The bank 
thus avoided a trial in which prosecutors 
planned to present evidence that launder- 
ing drug money was an approved policy of 


* the global titan. 


Other evidence would have proved 
equally explosive. An executive named 
Amjad Awan, who managed the bank’s 
Panama office and was Noriega’s personal 
banker, described the extent of B.C.C.L.’s 
empire in a recorded conversation with an 
undercover agent. “We own a bank in 
Washington,” Awan told the agent. “It’s 
called the First American Bank. There are 
six banks bought out by B.C.C.I. about 
eight years ago. B.C.C.I. was acting as ad- 
viser to them, but the truth of the matter is 
that the bank belongs to B.C.C.I. Those 
guys are just nominee shareholders.” 

Awan was one of five B.C.C.I. officers 
later convicted of conspiring to launder 
cocaine cash and sentenced to 12 years in 
prison, but he did not testify at his trial. 
Nor did the government play his taped 
conversation for the jury. For its part, 
B.C.C.L. forfeited the $15 million that 
agents had deposited but was not re- 
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and pays.$15 million. Sheik 
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which finds that ah estimated $4 
billion is missing. First American 
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Sheik Zayed bin Sultan al Nahayan 


TIME, MARCH 4, 1991 


quired to pay additional penalties. 

Awan’s statements are only part of the 
evidence of B.C.C.I.’s ties to First Ameéri- 
can that has remained buried for a remark- 
ably long time despite being held by the 
government. None of the evidence has 
been forwarded to banking regulators, who 
might have done something about it. 

A Senate subcommittee headed by Mas- 
sachusetts Democrat John Kerry was prob- 
ing money laundering and turned up more 
witnesses, who were later secretly taped by 
teams of customs and IRs agents while being 
interrogated by Kerry’s chief counsel. One 
provided details of B.C.C.I’s money-laun- 
dering operations in the U.S. and Latin 
America. The B.C.C.I. executive described 
aB.C.C.L management conference in Vien- 
na at which Abedi openly displayed charts 
of B.C.C.I. holdings that included First 
American. This senior-level manager said 
Clifford and Altman were at the meeting. 

The most startling evidence came from 
yet another B.C.C.I. officer who in 1989 
provided the smoking gun for anyone won- 
dering who really owns First American. 
His secretly taped remarks described the 
way B.C.C.I. had provided nonrecourse 
loans to the Arab investors who bought 
controlling shares of First American, then 
took the shares back as collateral for the 
loans. Since the investors put up no money 
of their own, and B.C.C.I. held the stock, it 
was the real owner of First American. 
Some of the allegedly oil-rich Arabs who 
appeared to be major shareholders were 
no more than straw front men for Abedi. 

Federal agents in an adjoining room lis- 
tened to this key B.C.C.L. player for three 
days as he continued to explain B.C.C.1.’s 


1991 
: ‘The: Federal Reserve probes whether 
B:C.CiL. owns. First American and 
orders«the banking firms to halt all 
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machinations. He described plans to use po- 
litical influence to derail the Kerry inquiry. 
Supervising customs agents said the tapes of 
this executive’s remarks had been in their 
possession and that official reports had been 
completed, but they declined to say where 
the tapes and reports had been forwarded. 
Despite the wealth of new findings, fed- 
eral prosecutors seemed loath to bring 
charges against the banking companies. “I 
think they sold out a lot of charges in return 
for B.C.C.L promises that they would deliver 
up Noriega,” said William von Raab, a for- 
mer U.S. customs commissioner who head- 
ed the agency during the investigations. Von 
Raab also hinted at a darker motive for the 
lack of action. “That bank (B.C.C.L] has a 
penchant for collecting very important 
friends,” he said. “I’m constantly amazed at 
the ability of the power-brokering establish- 
ment to affect government decisions.” 
After arranging the taped sessions for 
the feds, Kerry’s chief counsel, Jack Blum, 
returned to Washington to find that his sub- 
committee job had been eliminated. Even- 
tually frustrated by the feds’ apparent lack 
of interest in the leads he provided, Blum 
delivered his evidence to Manhattan prose- 
cutor Morgenthau, who has a legendary 
reputation for political independence and 
integrity. Within weeks the D.A. launched 
his probe into B.C.C.L. and First American. 


ith B.C.C.1.’s reputation al- 

most completely in tatters af- 

ter the money-laundering 

plea, the bank suffered severe 
financial setbacks. New business dried up 
just as the bank’s freewheeling practices 
left it awash in bad loans. The struggling 
company has lost more than $550 million 
since its 1988 indictment, including a $498 
million deficit in 1989. 

To the rescue has come Sheik Zayed, 
ruler of Abu Dhabi and Abedi’s old falcon- 
ing partner, who put up $1 billion and thus 
took control of the bank. Zayed ordered an 
audit of his new property—and found that 
an estimated $4 billion had vanished from 
the company. If the government investiga- 
tors are right, Zayed also has control of 
First American, since he currently owns 
the loans and collateral on B.C.C.L’s 
books. For the moment at least, that ap- 
pears to make First American a virtual arm 
of the Abu Dhabi state bank. 

B.C.C.I. is retrenching around the 
world. The company has closed some 70 
offices and laid off more than 2,300 em- 
ployees, or nearly 17% of its work force, 
since 1989. Many of its U.S. offices stand 
empty. According to a statement from Abu 
Dhabi, the banking firm’s modest new goal 
is “to produce a leaner, fitter and more 
profitable B.C.C.1.” 

The fate of First American may now rest 
in the hands of federal and state authorities. 
B.C.C.L, by design, is not entirely within 
their reach. —With reporting by Richard Behar/ 
New York, Edward W. Desmond/New Delhi and 
Adam Zagorin/Brussels 132501 
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